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ADVERTISEMENT. 


THE high esteem in which Mr Ricardo's works are held, 
and their increasing scarcity, have occasioned their being 
collected, and published in this volume. It contains, in 
addition to the “ Principles of Political Economy and Tax- 
ation,” and his detached Tracts, his Essays on the Funding 
System and on Parliamentary Reform, and his Speech on 
the Ballot, originally published in the Supplement to the 
Encyclopedia Britannica and in the Scotsman. A short 
Sketch of his Life and Writings is prefixed to the work; 
and an Index is subjoined to facilitate its consultation. 


Loxpox, April 1846. 
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LIFE AND WRITINGS 


or 


MR RICARDO. 


Mz Ricarpo was placed, in early life, under circumstances 
apparently the least favourable for the formation of those 
habits of patient and comprehensive investigation, which 
afterwards raised him to a high rank among political phi- 
losophers. 

He was the third of a numerous family, and was born on 
the 19th of April 1772. His father, a native of Holland, 
and of the Jewish persuasion, settled in this country early 
in life. He is said to have been a man of good talents and of 
the strictest integrity; and having become a member of the 
Stock Exchange, he acquired a respectable fortune, and 
possessed considerable influence in his circle. David, the 
subject of the present memoir, was destined for the same 
line of business as his father; and received, partly in Eng- 
land, and partly at a school in Holland, where he resided 
two years, such an education as is usuelly given to young 
men intended for the mercantile profession. ^ Classical 
learning formed no part of his early instruction ; and it has 
been questioned, with how much justice we shall not under- 
take to decide, whether its acquisition would have done 
him service; and whether it might not probably have made 
him seek for relaxation in the study of elegant literature, 
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rather than in the severer exercises of the understanding ; 
and prompted him to adopt opinions sanctioned by authority, 
without inquiring very anxiously into the grounds on which 
they rested. 

Mr Ricardo began to be confidentially employed by his 
father in the business of the Stock Exchange, when he was 
only fourteen years of age. Neither then, however, nor at 
any subsequent period, was he wholly engrossed by the 
details of his profession. From his earliest years he evinced 
& taste for abstract reasoning; and manifested that deter- 
mination to probe every subject of interest to the bottom, 
and to form his opinion upon it according to the convic- 
tion of his mind, which was a distinguishing feature of his 
character. 

Mr Ricardo, senior, had been accustomed to subscribe, 
without investigation, to the opinions of his ancestors, on 
all questions connected with religion and politics; and he 
was desirous that his children should do the same. But 
this system of passive obedience, and of blind submis- 
sion to the dictates of authority, was quite repugnant 
to the principles of young Ricardo, who, &t the same time 
that he never failed to testify the sincerest affection and 
respect for his father, found reason to differ from him on 
many important points, and even to secede from the Hebrew 
faith. 

Not long after this event, and shortly after he had attained 
the age of majority, Mr Ricardo formed an union, produc- 
tive of unalloyed domestic happiness, with Miss Wilkinson. 
Having been separated from his father, he was now thrown 
on his own resources; and commenced business for himself. 
At this important epoch of his history, the oldest and most 
respectable members of the Stock Exchange gave a striking 
proof of the esteem entertained by them for his talents and 
character, by voluntarily coming forward to support him in 
his undertakings. His success exceeded the most sanguine 
expectations of his friends, and in a few years he realised an 
ample fortune. 
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* The talent for obtaining wealth," says one of Mr 
Ricardo's near relations, from whose account of his life 
we have borrowed these particulars, “is not held in much 
estimation; but perhaps in nothing did Mr R. more evince 
his extraordinary powers, than he did in his business. His 
complete knowledge of all its intricacies; his surprising 
quickness at figures and calculation ; his capability of getting 
through, without any apparent exertion, the immense trans- 
actions in which he was concerned ; his coolness and judg- 
ment, combined certainly with (for him) a fortunate tissue 
of public events, enabled him to leave all his contemporaries 
at the Stock Exchange far behind, and to raise himself 
infinitely higher, not only in fortune, but in general character 
and estimation, than any man had ever done before in that 
house. Such was the impression which these qualities 
had made on his competitors, that several of the most dis- 
eerning among them, long before he had emerged into 
publie notoriety, prognosticated in their admiration, that 
he would live to fill some of the highest stations in the 
state." * 

According as his solicitude about his success in life 
declined, Mr Ricardo devoted a greater portion of his time 
to scientific and literary pursuits. When about twenty- 
five years of age, he began the study of some branches of 
mathematical science, and made considerable progress in 
chemistry and mineralogy. He fitted up a laboratory, 
formed a collection of minerals, and was one of the original 
members of the Geological Society. But he never entered 
warmly into the study of these sciences. They were not 
adapted to the peculiar cast of his mind; and he aban- 
doned them entirely, as soon as his attention was directed 
to the more congenial study of Political Economy. 

Mr Ricardo is stated to have first become acquainted with 
the Wealth of Nations in 1799, while on a visit at Bath, to 
which he had accompanied Mrs Ricardo for the benefit 


* See an Account of the Life of Mr Ricardo in the Annual Obituary for 1823, sup- 
posed to be written by one of his brothers. 
b 
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of her health. He was highly gratified by its perusal; and 
it is most probable that the inquiries about which it is con- 
versant, continued henceforth to engage a considerable share 
of his attention, though it was not till a later period that 
his spare time was almost exclusively occupied with their 
study. 

Mr Ricardo came, for the first time, before the public as 
an author in 1809. The risein the market price of bullion, 
and the fall of the exchange that had taken place in the 
course of that year, had excited a good deal of attention. 
Mr Ricardo applied himself to the consideration of the sub- 
ject; and the studies in which -he had latterly been en- 
gaged, combined with the experience he had derived from 
his moneyed transactions, enabled him not only to perceive 
the true causes of the phenomena in question, but to trace 
and exhibit their practical bearing and real effect. He 
began this investigation without intending to lay the 
result of his researches before the public. But having 
shown his manuscript to the late Mr Perry, the proprietor 
and editor of the Morning Chronicle, the latter prevailed 
upon him, though not without considerable difficulty, to 
consent to its publication, in the shape of letters, in 
that journal. The first of these letters appeared on the 
6th of September 1809. They made a considerable im- 
pression, and elicited various answers. This success, and 
the increasing interest of the subject, induced Mr Ricardo 
to commit his opinions upon it to the judgment of the 
public, in a more enlarged and systematic form, in the 
tract entitled * The High Price of Bullion a Proof 
of the Depreciation of Bank Notes.” This tract led the 
way in the far-famed bullion controversy. It issued from 
the press several months previously to the appointment of 
the Bullion Committee; and is believed to have had no 
inconsiderable effect in forwarding that important measure. 
In this tract Mr Ricardo showed that redundancy and defi- 
ciency of currency are only relative terms ; and that so long 
as the currency of any particular country consists exclusively 
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of gold and silver coins, or of paper immediately convertible 
into such coins, its value can neither rise above nor fall below 
the value of the metallic currencies of other countries, by a 
greater sum than will suffice to defray the expense of import- 
ing foreign coin or bullion, if the currency be deficient ; or of 
exporting a portion of the existing supply, if it be redun- 
dant. But when a country issues inconvertible paper notes, 
(as was then the case in England), they cannot be ex- 
ported to other countries in the event of their becoming 
redundant at home; and whenever, under such circumstances, 
the exchange with foreign states is depressed below, or the 
price of bullion rises above, its mint price, more than the 
cost of sending coin or bullion abroad, it shows conclusively 
that too much paper has been issued, and that its value is 
depreciated from excess. The principles which pervade the 
Report of the Bullion Committee, are substantially the same 
with those established by Mr Ricardo in this pamphlet ; 
but the more comprehensive and popular manner in which 
they are illustrated in the Report, and the circumstance 
of their being recommended by a Committee composed of 
some of the ablest men in the country, gave them a weight 
and authority which they could not otherwise have obtained. 
And though the prejudices and ignorance of some, and the 
interested, and therefore determined, opposition of others, 
prevented for a while the adoption of the measures proposed 
by Mr Ricardo and the Committee for restoring the cur- 
rency to a sound and healthy state, they were afterwards 
carried into full effect ; and afford one of the most memor- 
able examples in our history, of the triumph of principle 
over selfishness, sophistry, and error. 

The fourth edition of this tract is the most valuable. 
An Appendix added to it has some acute observations on 
some difficult questions in the theory of exchange ; and it 
also contains the first germ of the original idea of making 
bank notes exchangeable for bars of gold bullion. 

Among those who entered the lists in opposition to the 
principles laid down, and the practical measures suggested, 


. 
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in Mr Ricardo’s tract, and in the Report of the Bullion 
Committee, a prominent place is due to Mr Bosanquet. This 
gentleman had great experience as a merchant; and as 
he professed that the statements and conclusions embodied 
in his “ Practical Observations,” which are completely at 
variance with those in the Report, were the result of a 
careful examination of the theoretical opinions of the Com- 
mittee by the test of fact and experiment, they were well 
fitted to make, and did make, a very considerable impres- 
sion. The triumph of Mr Bosanquet was, however, of very 
short duration. Mr Ricardo did not hesitate to attack this 
formidable adversary in his stronghold. His tract, en- 
titled, * Reply to Mr Bosanquet's Practical Observations 
on the Report of the Bullion Committee,” was published 
in 1811, and is one of the best essays that has appeared 
on any disputed question of Political Economy. In this 
pamphlet, Mr Ricardo met Mr Bosanquet on his own 
ground, and overthrew him with his own weapons. He 
examined all the proofs which Mr Bosanquet had brought 
forward, of the pretended discrepancy between the facts 
stated in his own tract, which he said were consistent with 
experience, and the theory laid down in the Bullion Report ; 
and showed that Mr B. had either mistaken the cases by 
which he proposed to test the theory, or that the discrepancy 
was only apparent, and was entirely a consequence of his 
inability to apply the theory, and not of any thing erroneous 
or deficient in it. The victory of Mr Ricardo was perfect 
and complete ; and the elaborate errors and mis-statements 
of Mr Bosanquet served only, to use the words of Dr 
Coppleston, *to illustrate the abilities of the writer who 
stepped forward to vindicate the truth.” * 

This tract affords a striking example of the ascendency 
which those who possess a knowledge both of principle and 
practice, have over those who are familiar only with the 
latter; and though the interest of the question which led to 


* First Letter to the Right Hon. Robert Peel, by one of his Constituents, p. 61. 
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its publication has now subsided, it will always be read with 
delight by such as are not insensible of the high gratifica- 
tion which all ingenuous minds must feel in observing 
the ease with which a superior intellect clears away the 
irrelevant matter with which a question has been de- 
signedly embarrassed, reduces false facts to their just value, 
and traces and exhibits the constant operation of the same 
general principle through all the mazy intricacies of prac- 
tical detail. 

The merit of these pamphlets was duly appreciated ; and 
Mr Ricardo’s society was, in consequence, courted by men 
of the first eminence, who were not less pleased with his 
modesty, and unassuming manners, than with the vigour of 
his understanding. He formed, about this time, that intimacy 
with Mr Malthus, and Mr Mill, the historian of British 
India, which ended only with his death. To the latter he 
was particularly attached, and readily eee how 
much he owed to his friendship. 

Mr Ricardo next appeared as an author in 1815, during 
the discussions on the bill, afterwards passed into a law, for 
raising the limit at which foreign corn might be imported for 
consumption, to 80s. Mr Malthus, and a “ Fellow of Univer- 
sity College, Oxford,” (afterwards Sir Edward West), had, by 
a curious coincidence, in tracts published almost consenta- 
neously, elucidated the true theory of rent, which, though 
discovered by Dr Anderson as early as 1777, appears to have 
been entirely forgotten. But neither of these gentlemen 
perceived the bearing of the theory on the question in regard 
to the restriction of the importation of foreign corn. This 
was reserved for Mr Ricardo, who, in his “ Essay on the 
Influence of a Low Price of Corn on the Profits of Stock,” 
showed the effect of an increase in the price of raw produce 
on wages and profits; and founded a strong argument in 
favour of the freedom of the corn trade, on the very grounds 
on which Mr Malthus had endeavoured to show the propriety 
of subjecting it to fresh restrictions. 

In 1816, Mr Ricardo published his “ Proposals for an 


xxii LIFE AND WRITINGS OF MR RICARDO. 


Economical and Secure Currency, with Observations on the 
Profits of the Bank of England." In this pamphlet he 
examined the circumstances which determine the value 
of money, when every individual has the power to supply 
it, and when that power is restricted or placed under a 
monopoly ; and he showed that, in the former case, its 
value will depend, like that of all other freely supplied 
articles, on its cost ; while in the latter, it will be unaffected 
by that circumstance, and will depend on the extent to 
which it may be issued compared with the demand. This 
is a principle of great importance ; for, it shows that intrinsic 
worth is not necessary to a currency, and that, provided the 
supply of paper notes, declared to be legal tender, be 
sufficiently limited, their value may be maintained on a par 
with the value of gold, or raised to any higher level. If, 
therefore, it were practicable to devise a plan for preserving 
the value of paper on a level with that of gold, without 
making it convertible into coin at the pleasure of the holder, 
the heavy expense of a metallic currency would be saved. 
To effect this desirable object, Mr Ricardo proposed that, 
instead of being made exchangeable for gold coins, bank 
notes should be made exchangeable for bars of gold bullion 
of the standard weight and purity. "This plan, than which 
nothing can be more simple, was obviously fitted to check 
the over-issue of paper quite as effectually as it is checked 
by making it convertible into coin ; while, as bars could not 
be used as curreney, it prevented any gold from getting 
into circulation, and consequently saved the expenses of 
coinage, and the wear and tear, and loss of coins. Mr 
Ricardo's proposal was recommended by the Committees 
of the Houses of Lords and Commons appointed, in 1819, 
to consider the expediency of the Bank of England re- 
suming cash payments ; and was afterwards adopted in the 
bill for their resumption introduced by Mr (now Sir Robert) 
Peel. In practice it was found completely to answer the 
object of checking over-issue. But inasmuch as it required 
that the place of sovereigns should bc filled with one pound 
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notes, the forgery of the latter began to be extensively 
carried on ; and it was wisely judged better to incur the 
expense of recurring to and keeping up a mixed cur- 
rency, than to continue a plan which, though productive 
of a large saving, held out an all but irresistible temptation 
to crime. 

At length, in 1817, Mr Ricardo published his great work 
on the “ PRINCIPLES oF POLITICAL ECONOMY AND TAXATION.” 
This was a step which he did not take without much hesi- 
tation. He was not, and did not affect to be, insensible of 
the value of literary and philosophical reputation ; but his 
modesty always led him to undervalue his own powers ; and 
having acquired a very high degree of celebrity as a writer 
on currency, he was unwilling to risk what he already 
possessed, by attempting to gain more. Ultimately, how- 
ever, he was prevailed upon, by the entreaties of his friends, 
toallow his work to be sent to press. Its appearance forms 
a memorable æra in the history of political science. Ex- 
clusive of many valuable subsidiary inquiries, Mr Ricardo 
has pointed out, in this work, the source and limiting prin- 
ciple of exchangeable value, and has traced the laws 
which determine the distribution of wealth among the 
various ranks and orders of society. The powers of mind 
displayed in these investigations, the dexterity with which 
the most abstruse questions are unravelled, the sagacity 
displayed in tracing the operation of general principles, 
in disentangling them from-such as are of a secondary and 
accidental nature, and in perceiving and estimating their 
remote consequences, have never been surpassed; and will 
for ever secure the name of Ricardo a conspicuous place 
among those who have done most to unfold the mechanism 
of society, and to discover the circumstances on which 
the well-being of its various orders must always mainly 
depend. 

Mr Ricardo maintains, in this work, the fundamental 
principle, that the exchangeable value of commodities or 
their relative worth, as compared with each other, de- 
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pends exclusively on the quantities of labour necessarily 
required to produce them, and bring them to market. 
Smith had shown that this principle determined the value 
of commodities in the earlier stages of society, before land 
had been appropriated and capital accumulated; but he 
supposed that, after land had become property and rent 
began to be paid, and after capital had been amassed and 
workmen began to be hired by capitalists, the value of 
commodities fluctuated not only according to variations in 
the labour required to produce and bring them to market, 
but also according to variations of rents and wages. But Mr 
Ricardo has shown that this theory is erroneous, and that 
the value of commodities is determined in all states of society 
by the same principle, or by the quantity of labour requir- 
ed for their production. He showed that variations of 
profits or wages, by affecting different commodities to the 
same, or nearly the same, extent, would either have no 
influence over their exchangeable value, or if they had any, 
it would depend upon the degree in which they occasionally 
affect some products more than others. And Dr Anderson and 
others having already shown that rent is not an element of 
cost or value, it follows that the cost or value of all freely 
produced commodities, the supply of which may be inde- 
finitely increased (abstracting from temporary variations of 
supply and demand), depends wholly on the quantity of 
labour required for their production, and not upon the rate 
at which that labour may be paid; so that, supposing the 
labour required to produce any number of commodities to 
remain constant, their cost and value will also remain con- 
stant, whether wages fall from 3s. to ls., or rise from 3s. to 
os. or 7s. a-day. This is the fundamental theorem of the 
science of value, and the clue which unravels the intricate 
labyrinth of the laws which regulate the distribution of 
wealth. Its discovery has shed a flood of light on what 
was previously shrouded in all but impenetrable mystery, 
and the apparently knotty and hitherto insoluble questions 
regarding the action of wages and profits on each other and 
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on prices, have since ceased to present any insuperable diffi- 
culties. What the researches of Locke and Smith did for 
the production of wealth, those of Ricardo have done for its 
value and distribution. 

The establishment of general principles being Mr Ricardo's 
great object, he has paid comparatively little attention to 
their practical application, and sometimes, indeed, he has in 
great measure overlooked the circumstances by which they 
are occasionally countervailed. In illustration of this we 
may mention, that society being laid under the necessity of 
constantly resorting to inferior soils to obtain additional 
supplies of food, Mr Ricardo lays it down that, in the pro- 
gress of society, raw produce and wages have a constant ten- 
dency to rise and profits to fall. And this, no doubt, is in 
the abstract true. But it must at the same time be ob- 
served, that while on the one hand society is obliged con- 
stantly to resort to inferior soils, agriculture is on the 
other hand susceptible of indefinite improvement ; and this 
improvement necessarily in so far countervails the decreasing 
fertility of the soil; and may, and in fact very frequently 
does, more than countervail it. Mr Ricardo has also very 
generally overlooked the influence of increased prices in 
diminishing consumption and stimulating industry, so that 
his conclusions, though true according to his assumptions, 
do not always harmonise with what really takes place. But 
his is not a practical work; and it did not enter into his 
plan to exhibit the circumstances that give rise to the 
discrepancies in question. The “ Principles of Political 
Economy and Taxation" is not even a systematic treatise, 
but is principally an inquiry respecting certain fundamental 
principles, most of which had previously been undiscovered. 
And though it be often exceedingly difficult, or, it may be, 
all but impossible, to estimate the extent to which these 
principles may in certain cases be modified by other prin- 
ciples and combinations of circumstances, it is obviously 
of the greatest importance to have ascertained their exis- 
tence. They are so many land-marks to which to refer 


xxvl LIFE AND WRITINGS OF MR RICARDO. 


and can never be lost sight of even in matters most essen- 
tially practical. 

That part of Mr Ricardo's work, in which he applies his 
principles to discover the incidence of taxes on rent, profit, 
wages, and raw produce, is more practical than the others; 
and must always be a subject of careful study to those who 
wish to make themselves well acquainted with this depart- 
ment of political science. 

Mr Ricardo had now become an extensive landed pro- 
prietor, and had wholly retired from business, with a fortune 
acquired with the universal respect and esteem of his com- 
petitors. But he did not retire from the bustle of active 
life, to the mere enjoyment of his acres—Non fuit consilium 
socordia atque desidia bonum otium conterere—he had other 
objects in view; and while his leisure hours, when in the 
country, were chiefly devoted to inquiries connected with 
that science, of which he was now confessedly at the head, 
he determined to extend the sphere of his usefulness, by 
entering the House of Commons. In 1819 he took his seat 
as member for Portarlington. His diffidence in his own 
powers had, however, nearly deprived the publie of the 
services which he rendered in this situation. In a letter 
to one of his friends, dated the 7th of April 1819, he says: 
* You will have seen that I have taken my seat in the 
House of Commons. I fear that I shall be of little use there. 
I have twice attempted to speak ; but I proceeded in the 
most embarrassed manner ; and I have no hope of conquer- 
ing the alarm with which I am assailed the moment I hear 
the sound of my own voice.” And in a letter to the same 
gentleman, dated the 22d of June 1819, he says: “ I thank 
you for your endeavours to inspire me with confidence on 
the occasion of my addressing the House. Their indulgent 
reception of me has, in some degree, made the task of speak- 
ing more easy to me; but there are yet so many formidable 
obstacles to my success, and some, I fear, of a nature nearly 
insurmountable, that I apprehend it will be wisdom and 
sound discretion in me to content myself with giving silent 
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votes." Fortunately he did not adopt this resolution. The 
difficulties with which he had at first to struggle, and his 
diffidence in himself, gradually subsided ; while the mildness 
of his manners, the mastery which he possessed over the 
subjects on which he spoke, and the purity of his inten- 
tions, speedily secured him a very extensive influence both 
in the House and the country, and gave great weight to his 
opinions. 

Mr Ricardo was not one of those who make speeches to 
suit the ephemeral circumstances and politics of the day: he 
spoke only from principle, and with a fixed resolution never 
to diverge in any degree from the path which it pointed 
out; he neither concealed nor modified an opinion for the 
purpose of conciliating the favour, or of disarming the pre- 
judices or hostility, of any man or set of men; nor did he 
ever make a speech or give a vote which he was not 
well convinced was founded on just principles, and calcu- 
lated to promote the lasting interests of the public. Trained 
to habits of profound thinking, independent in his fortune, 
and inflexible in his principles, Mr Ricardo had little in 
common with mere party politicians. The public good 
was the grand object of his parliamentary exertions; and 
he laboured to promote it, not by engaging in party com- 
binations, but by supporting the rights and liberties of all 
classes, and by unfolding the true sources of national wealth 
and general prosperity. 

The cliange that has taken place in the public opinion 
respecting the financial and commercial policy of the coun- 
try, since the period when Mr Ricardo obtained a seat in 
the House of Commons, is as complete as it is gratifying. 
Not only are the most enlarged principles advocated by all 
the leading members of both Houses; not only are they 
now ready to admit that the exclusive system is founded on 
vicious principles, and that it is sound policy to admit the 
freest competition in every branch of industry, and to deal 
with all the world on fair and liberal principles; but they are 
about to make these doctrines a part of the law of the land, 
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and to give them the sanction of parliamentary authority. 
Sir Robert Peel has the signal merit of having, despite the 
most formidable obstacles, carried out and established in 
their fullest extent the great principles of commercial free- 
dom developed by Smith and his followers. And we believe ` 
that that distinguished statesman would readily admit that 
the writings and speeches of Mr Ricardo have powerfully con- 
tributed to pave the wayfor this most desirable consummation. 
As he was known to be a master in *the master-science of civil 
life," his opinion, from the moment he entered the House 
of Commons, was referred to on all important occasions;* 
and he acquired additional influence and consideration, 
according as experience served to render the House and 
the country better acquainted with his talents, and his 
singleness of purpose. 

In 1820, Mr Ricardo contributed an article on the 
* Funding System," to the Supplement to the * Encyclo- 
pedia Britannica." This tract, though somewhat confused 
in its arrangement, embraces many valuable discussions. 
He was a decided friend to the plan for raising the supplies 
for a war within the year, by an equivalent increase of 
taxation ; and he also thought (in which opinion few probably 
will be disposed to concur), that it would be not only ex- 
pedient but practicable to pay off the public debt by an 
assessment on capital. 

In 1822, Mr Ricardo published, during the parliamentary 
discussions on the subject of the corn laws, his tract on ** Pro- 
tection to Agriculture.” This is the best of all his pamphlets, 
and is, indeed, a chef-d'euvre. The important questions 
respecting remunerating price, the influence of a low and 
high value of corn over wages and profits, the influence of 
taxation over agriculture and manufactures, and many other 
topics of equal difficulty and interest, are all discussed in 


* Mr Ricardo made the first of his prominent appearances on the 24th of May 
1819, in the debate on the resolutions proposed by Mr (now Sir Robert) Peel respect- 
ing the resumption of cash payments. He did not rise until he was loudly called upon 
from all sides of the House. 
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the short compass of eighty or ninety pages, with a pre- 
cision and clearness that leaves nothing to be desired. 
Had Mr Ricardo never written any thing else, this pamphlet 
would have placed him in the first rank of political eco- 
nomists. 

Though not robust, Mr Ricardo's constitution was appa- 
rently good, and his health such as to promise a long life of 
usefulness. He had, indeed, been subject, for several years, 
to an affection in one of his ears; but as it had not given 
him any serious inconvenience, he paid it but little attention 
Whenheretired to his seatin Gloucestershire (Gatcomb Park), 
subsequently to the close of the session of 1823, he was in 
excellent health and spirits; and, besides completing a tract, 
containing a plan for the establishment of a National Bank, 
he. engaged, with his usual ardour, in elaborate inquiries 
regarding some of the more abstruse economical doctrines. 
But he was not destined to bring these inquiries to a close! 
Early in September he was suddenly seized with a violent 
pain in the diseased ear: the symptoms were not, how- 
ever, considered unfavourable ; and the breaking of an 
imposthume that had been formed within the ear contri- 
buted greatly to his relief. But the amendment was only 
transitory; within two days, inflammation recommenced ; 
and after & period of the greatest agony, pressure on the 
brain ensued, which produced a stupor that continued until 
death terminated his sufferings, on the 11th September, in 
his 52d year. 

In private life, Mr Ricardo was most amiable. He 
was an indulgent father and husband ; and an affectionate, 
and zealous friend. Noman was ever more thoroughly free 
from every species of artifice and pretension; more sincere, 
plain, and unassuming. He was particularly fond of assem- 
bling intelligent men around him, and of conversing in the 
most unrestrained manner on all topics of interest, but more 
especially on those connected with his favourite science. On 
these as on all occasions, he readily gave way to others, and 
never discovered the least impatience to speak; but when 
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he did speak, the solidity of his judgment, his candour, 
and his extraordinary talent for resolving a question into 
its elements, and for setting the most difficult and compli- 
cated subjects in the most striking point of view, arrested 
the attention of every one, and delighted all who heard 
him. He never entered into an argument, whether in public 
or private, for the sake of displaying ingenuity, of baffling an 
opponent, or of gaining a victory. The discovery of truth 
was his exclusive object. He was ever open to conviction ; 
and if he were satisfied he had either advanced or supported 
an erroneous opinion, he was the first to acknowledge his 
error, and to caution others against it. 

Few men have possessed in a higher degree than Mr 
Ricardo, the talent of speaking and conversing with clearness 
and facility on the abstrusest topics. In this respect, his 
speeches were greatly superior to his publications. The latter 
cannot be readily understood and followed without consider- 
able attention ; but nothing could exceed the ease and felicity 
with which he illustrated and explained the most difficult 
questions of Political Economy, both in private conversation 
and in his speeches. Without being forcible, his style of 
speaking was easy, fluent, and agreeable. It was impossible 
to take him off his guard. To those who were not familiar 
with his speculations, some of his positions were apt to appear 
paradoxical; but the paradox was only in appearance. He 
rarely advanced an opinion on which he had not deeply re- 
flected, and without examining it in every point of view ; and 
the readiness with which he overthrew the most specious 
objections that the ablest men in the House could make to 
his doctrines, is the best proof of their correctness, and 
of the superiority of his understanding. That there were 
greater orators, and men of more varied and general ac- 
quirements in Parliament than Mr Ricardo, we readily 
alow; but we are bold to say, that in point of deep, 
clear, and comprehensive intellect, he had no superiors, 
and very few, if any, equals, either in Parliament or in the 
country. 
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He was not less generous than intelligent ; he was never 
slow to come forward to the relief of the poor and the dis- 
tressed ; and while he contributed to almost every charitable 
institution in the metropolis, he supported, at his own ex- 
pense, an alms-house for the poor, and two schools for the 
instruction of the young in the vicinity of his seat in the 
country. 

Besides the publications previously enumerated, Mr Ri- 
cardo left one or two manuscripts. Among others, a “ Plan 
for the Establishment of a National Bank” was found in a 
finished state, and was soon after published. 

He also left ** Notes" on Mr Malthus's Principles of Poli- 
tical Economy; containing a vindication of his own doctrines 
from the objections of Mr Malthus, and showing the mis- 
takes into which he conceives Mr M. had fallen. But we 
doubt whether they have sufficient interest to warrant their 
publication. 

Though not properly belonging to the Whig party, Mr 
Ricardo voted almost uniformly with the Opposition. He - 
was impressed with the conviction, that many advantages 
would result from giving the people a greater influence over 
the choice of their representatives in the House of Commons 
than they then possessed ; and he was so far a friend to the 
system of the radical reformers, as to give his cordial support 
to the plan of voting by ballot; which he considered as the 
best means for securing the mass of the electors against im- 
proper solicitations, and for enabling them to vote in favour 
of the candidates whom they really approved. He did not, 
however, agree with the radical reformers in their plan of 
universal suffrage; he thought the elective franchise should 
be given to all who possessed a certain amount of property ; 
but he was of opinion, that while it would be a very hazardous 
experiment, no practical good would result from giving the 
franchise indiscriminately to all. His opinions on these 
subjects are fully stated in the Essay on Parliamentary 

Reform, and in the Speech on the Ballot, in this edition of 
his works. 
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Of the value of the services rendered by Mr Ricardo 
to Political Economy, there can be, among intelligent 
men, only one opinion. His works have made a very 
great addition to the mass of useful and universally inte- 
resting truths, and afford some of the finest examples to 
be met with of discriminating analysis, and of profound 
and refined discussion. The brevity with which he has 
stated some of his most important propositions; their 
intimate dependence on each other; the fewness of his 
illustrations ; and the mathematical cast he has given to his 
reasoning, render it sometimes a little difficult for readers, 
unaccustomed to such investigations, readily to follow him. 
But we can venture to affirm, that those who will give to 
his works the attention of which they are so worthy, will 
find them to be as logical and conclusive as they are pro- 
found and important. It was the opinion of Quintilian, that 
the students of eloquence who were highly delighted with 
Cicero, had made no inconsiderable progress in their art: 
‘and the same may, without hesitation, be said of the 
students of Political Economy who find pleasure in the works 
of Mr Ricardo: IUe se profecisse sciat, cut Ricardo valde 
placebit. 

When the circumstances under which Mr Ricardo spent 
the greater part of his life are brought under view; and 
when it is also recollected that he died at the early age of 
fifty-one, it may be truly said that very few have ever achieved 
so much. His industry was as remarkable as his sagacity 
and his candour. 

* The history of Mr Ricardo," to use the words of Mr 
Mill, “holds out a bright and inspiring example. Mr 
Ricardo had every thing to do for himself; and he did 
every thing. Let not the generous youth, whose aspirations 
are higher than his circumstances, despair of attaining either 
the highest intellectual excellence, or the highest influence 
on the welfare of his species, when he recollects in what 
circumstances Mr Ricardo opened, and in what he closed, 
his memorable life. He had his fortune to make; his mind 
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to form ; he had even his education to commence and con- 
duct. In a field of the most intense competition, herealiged . 
& large fortune, with the universal esteem and affection of 
those who could best judge of the honour and purity of his 
acts. Amid this scene of active exertion and practical 
detail, he cultivated and he acquired habits of intense, and 
patient, and comprehensive thinking; such as have been 
rarely equalled, and never excelled." 

Mr Ricardo left a widow, three sons, and four daughters. 
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PREFACE. 


THE produce of the earth—all that is derived from its surface by 
the united application of labour, machinery, and capital, is divided 
among three classes of the community, namely, the proprietor of 
the land, the owner of the stock or capital necessary for its culti- 
vation, and the labourers by whose industry it is cultivated. 

But in different stages of society, the proportions of the whole 
produce of the earth which will be allotted to each of these classes, 
under the names of rent, profit, and wages, will be essentially 
different ; depending mainly on the actual fertility of the soil, on 
the accumulation of capital and population, and on the skill, 
ingenuity, and instruments employed in agriculture. 

To determine the laws which regulate this distribution, is the 
principal problem in Political Economy: much as the science has 
been improved by the writings of Turgot, Stuart, Smith, Say, 
Sismondi, and others, they afford very little satisfactory informa- 
tion respecting the natural course of rent, profit, and wages. 

In 1815, Mr Malthus, in his * Inquiry into the Nature and 
Progress of Rent,” and a Fellow of University College, Oxford, in 
his * Essay on the Application of Capital to Land," presented to 
the world, nearly at the same moment, the true doctrine of rent ; 
without a knowledge of which, it is impossible to understand the 
effect of the progress of wealth on profits and wages, or to trace 
satisfactorily the influence of taxation on different classes of the 
community; particularly when the commodities taxed are the 
productions immediately derived from the surface of the earth. 
Adam Smith, and the other able writers to whom I have alluded, 
not having viewed correctly the principles of rent, have, it appears 
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to me, overlooked many important truths, which can only be dis- 
covered after the subject of rent is thoroughly understood. 

To supply this deficiency, abilities are required of a far superior 
cast to any possessed by the writer of the following pages; yet, 
after having given to this subject his best consideration—after the 
aid which he has derived from the works of the above-mentioned 
eminent writers—and after the valuable experience which a few 
late years, abounding in facts, have yielded to the present genera- 
tion—it wil not, he trusts, be deemed presumptuous in him to 
state his opinions on the laws of profits and wages, and on the 
operation of taxes. If the principles which he deems correct, 
should be found to be so, it will be for others, more able than 
himself, to trace them to all their important consequences. 

The writer, in combating received opinions, has found it neces- 
sary to advert more particularly to those passages in the writings 
of Adam Smith from which he sees reason to differ; but he hopes 
it will not, on that account, be suspected that he does not, in com- 
mon with all those who acknowledge the importance of the science 
of Political Economy, participate in the admiration which the pro- 
found work of this celebrated author so justly excites. 

The same remark may be applied to the excellent works of M. 
Say, who not only was the first, or among the first, of continental 
writers, who justly appreciated and applied the principles of Smith, 
and who has done more than all other continental writers taken 
together, to recommend the principles of that enlightened and 
beneficial system to the nations of Europe; but who has succeeded 
in placing the science in a more logical and more instructive order ; 
and has enriched it by several discussions, original, accurate, and 
profound.* The respect, however, which the author entertains for 
the writings of this gentleman, has not prevented him from com- 
menting with that freedom which he thinks the interests of science 
require, on such passages of the “ Economie Politique” as appeared 
at variance with his own ideas. 


* Chap. xv. Part i., “ Des Débouchés,” contains, in particular, some very important 
principles, which I believe were first explained by this distinguished writer. 


ADVERTISEMENT TO THE THIRD EDITION. 


IN this Edition I have endeavoured to explain more fully than in 
the last, my opinion on the difficult subject of VALUE, and for that 
purpose have made a few additions to the first chapter. I have 
also inserted a new chapter on the subject of MACHINERY, and on 
the effects of its improvement on the interests of the different 
classes of the State. In the chapter on the DisrrNcTIvE Pro- 
PERTIES of VALUE and RIcHEs, I have examined the doctrines of 
M. Say on that important question, as amended in the fourth and 
last edition of his work. I have in the last chapter endeavoured 
to place in a stronger point of view than before the doctrine of the 
ability of a country to pay additional money taxes, although the 
aggregate money value of the mass of its commodities should fall, 
in consequence either of the diminished quantity of labour required 
to produce its corn at home, by improvements in its husbandry, or 
from its obtaining a part of its corn at a cheaper price from abroad, 
: by means of the exportation of its manufactured commodities. 
This consideration is of great importance, as it regards the question 
of the policy of leaving unrestricted the importation of foreign corn, 
particularly in a country burthened with a heavy fixed money 
taxation, the consequence of an immense National Debt. I have 
endeavoured to show that the ability to pay taxes depends, not on 
the gross money value of the mass of commodities, nor on the net 
money value of the revenues of capitalists and landlords, but on the 
money value of each man's revenue, compared to the money value 
of the commodities which he usually consumes. 
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CHAPTER I.—ON VALUE. 


SECTION I. 


The value of à commodity, or the quantity of any other commodity for which it will 
exchange, depends on the relative Pan of labour which is necessary for its pro- 
duction, and not on the greater or less compensation which is paid for that labour. 


IT has been observed by Adam Smith, that “ the word Value has 
two different meanings, and sometimes expresses the utility of some 
particular object, and sometimes the power of purchasing other 
oods which the possession of that object conveys. The one may 
called value in use; the other value in exchange. The things,” 
he continues, * which have the greatest value in use, have frequent} 
little or no value in exchange; and, on the contrary, those which 
have the greatest value in exchange, have little or no value in use.” 
Water and air are abundantly useful; they are indeed indispensable 
to existence, yet, under ordinary circumstances, nothing can be ob- 
tained in exchange for them. Gold, on the contrary, though of little 
use compared with air or water, will exchange for a great quantity 
of other goods. 

Utility then is not the measure of exchangeable value, although 
it is absolutely essential to it. If a commodity were in no way 
useful, —in other words, if it could in no way contribute to our 
gratification,—it would be destitute of exchangeable value, how- 
ever scarce it might be, or whatever quantity of labour might be 
necessary to procure it. 

Possessing utility, commodities derive their exchangeable value 
from two sources : from their scarcity, and from the quantity of 
labour required to obtain them. | 

There are some commodities, the value of which is determined 
by their scarcity alone. No labour can increase the quantity of 
such goods, and therefore their value cannot be lowered by an in- 
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creased supply. Some rare statues and pu scarce books and 
coins, wines of a peculiar quality, which can be made only from 
grapes grown on a particular soil, of which there is a very limited 
quantity, are all of this description. Their value is wholly indepen- 
dent of the quantity of labour originally necessary to produce them, 
and varies with the varying wealth and inclinations of those who 
are desirous to possess them. 

These commodities, however, form a very small part of the mass 
of commodities daily exchanged in the market. By far the greatest 
part of those goods which are the objects of desire, are procùred by 
abour ; and they may be multiplied, not in one country alone, but 
in many, almost without any assignable limit, if we are disposed to 
bestow the.labour necessary to obtain them. 

In speaking, then, of commodities, of their exchangeable value, 
and of the laws which regulate their relative prices, we mean always 
such commodities only as can be increased in quantity by the exer- 
tion of human industry, and on the production of which competition 
operates without restraint. 

In the early stages of society, the exchangeable value of these 
commodities, or the rule which determines how much of one shall 
be given in exchange for another, depends almost exclusively on 
the comparative quantity of labour expended on each. 

“ The real price of every thing,” says Adam Smith, “ what 
every thing really costs to the man who wants to acquire it, is the 
toil and trouble of acquiring it. What every thing is really worth 
to the man who has acquired it, and who wants to dispose of it, or 
exchange it for something else, is the toil and trouble which it can 
save to himself, and which it can impose upon other people." 
* Labour was the first price—the original purchase-money that was 
paid for all things.” Again, “in that early apd rude state of society, 
which precedes both the accumulation of stock and the appropriation 
of land, the proportion between the quantities of labour necessary 
for acquiring different objects seems to be the only circumstance 
which can afford any rule for exchanging them for one another. If, 
among a nation of hunters, for example, it usually cost twice the 
labour to kill a beaver which it does to kill a deer, one beaver should 
naturally exchange for, or be worth two deer. It is natural that 
what is usually the produce of two days, or two hours’ labour, 
should be worth double of what is usually the produce of one day's, 
or one hour’s labour." * 

That this is really the foundation of the exchangeable value of 
all things, excepting those which cannot be increased by human in- 
dustry, is a doctrine of the utmost importance in political economy ; 
for from no source do so many errors, and so much difference of 
opinion in that science proceed, as from the vague ideas which are 
attached to the word valuc. 


* Book i. chap. 5. 
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If the quantity of labour realized in commodities regulate their 
exchangeable value, every increase of the quantity of labour must 
augment the value of that commodity on which it is exercised, as 
every diminution must lower it. 

Adam Smith, who so accurately defined the original source of 
exchangeable value, and who was bound in consistency to maintain, 
that all things became more or less valuable in proportion as more 
or less labour was bestowed on their production, has himself erected 
another standard measure of value, and speaks of things being more 
orless valuable, in proportion as they will exchange for more or 
less of this standard measure. Sometimes he speaks of corn, at 
other times of labour, as a standard measure; not the quantity of 
labour bestowed on the production of any object, but the quantity 
which it can command in the market: as if these were two equi- 
valent expressions, and as if, because a man’s labour had become 
doubly efficient, and he could therefore produce twice the quantity 
of a commodity, he would necessarily receive twice the former 
quantity in exchange for it. 

If this indeed were true, if the reward of the labourer were 
always in proportion to what he produced, the quantity of labour 
bestowed on a commodity, and the quantity of labour which that 
commodity would purchase, would be equal, and either might 
accurately measure the variations of other things; but they are 
not equal; the first is under many circumstances an invariable 
standard, indicating correctly the variations of other things; the 
latter is subject to as many fluctuations as the commodities com- 
pared with it. Adam Smith, after most ably showing the insuff- 
ciency of a variable medium, such as gold and silver, for the purpose 
of determining the varying value of other things, has himself, by 
fixing on corn or labour, chosen a medium no less variable. 

Gold and silver are no doubt subject to fluctuations, from the 
discovery of new and more abundant mines; but such discoveries 
are rare, and their effects, though powerful, are limited to periods 
of comparatively short duration. They are subject also to dictu: 
tion, from improvements in the skill and machinery with which the 
mines may be worked ; as in consequence of such improvements, a 
eral quantity 2 be obtained with the same labour. They are 

ther subject to fluctuation from the decreasing produce of the 
mines, after they have yielded a supply to the world, for a succes- 
sion of ages. But from which of these sources of fluctuation is 
corn exempted? Docs not that also vary, on one hand, from im- 
provements in agriculture, from improved machinery and implements 
used in husbandry, as well as from the discovery of new tracts of 
fertile land, which in other countries may be taken into cultivation, 
and which will affect the value of corn in every market where 
importation is free? Is it not on the other hand subject to be 
enhanced in value from prohibitions of importation, from increasing 
population and wealth, and the greater difficulty of obtaining the 
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increased supplies, on account of the additional quantity of labour 
which the cultivation of inferior lands requires? Is not the value 
of labour equally variable; being not only affected, as all other 
things are, by the proportion between the supply and demand, 
which uniformly varies with every change in the condition of the 
community, but also by the varying price of food and other neces- 
saries, on which the wages of labour are expended ? 

In the same country double the quantity of labour may be 
required to produce a given quantity of food and necessaries at 
one time, that may be necessary at another, and a distant time; 

et the labourer’s reward may possibly be very little diminished. 

f the labourer’s wages at the former period were a certain quan- 
tity of food and necessaries, he probably could not have subsisted 
if that quantity had been reduced. Food and necessaries in this 
case will have risen 100 per cent. if estimated by the quantity of 
labour necessary to their production, while they will scarcely have 
increased in value, if measured by the quantity of labour for which 
they will exchange. 

The same remark may be made respecting two or more countries. 
In America and Poland, on the land last taken into cultivation, a 
year’s labour of any given number of men, will produce much more 
corn than on land similarly circumstanced in England. Now, 
supposing all other necessaries to be equally cheap in those three 
countries, would it not be a great mistake to conclude, that the 
quantity of corn awarded to the labourer, would in each country 
be in proportion to the facility of production ? 

If the shoes and clothing of the labourer could, by improvements 
in machinery, be produced by one-fourth of the labour now neces- 
sary to their production, they would probably fall 75 per cent. ; 
but so far is it from being true, that the labourer would thereby be 
enabled permanently to consume four coats, or four pair of shoes, 
instead of one, that it is probable his wages would in no long time 
be adjusted by the effects of competition, and the stimulus to 
population, to the new value of the necessaries on which they were 
expended. If these improvements extended to all the objects of 
the labourer’s consumption, we should find him probably, at the end 
of a very few years, in possession of only a small, if any, addition 
to his enjoyments, although the exchangeable value of those com- 
modities, compared with any other commodity, in the manufacture 
of which no such improvement were made, had sustained a very 
considerable reduction; and though they were the produce of a 
very considerably diminished quantity of labour. 

It cannot then be correct, to say with Adam Smith, “ that as 
labour may sometimes purchase a greater, and sometimes a smaller 
quantity of goods, it is their value which varies, not that of the 
labour which purchases them;” and therefore, “ that labour alone 
never varying in its own value, is alone the ultimate and real standard 
by which the value of all commodities can at all times and places 
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be estimated and compared ;"—but it is correct to say, as Adam 
Smith had previously said, * that the proportion between the 
quantities of labour necessary for acquiring different objects seems 
to be the only circumstance which can afford any rule for exchang- 
ing them for one another;" or in other words, that it is the com- 
parative quantity of commodities which labour will produce, that 
determines their present or past relative value, and not the com- 

arative quantities of commodities, which are given to the labourer 
in exchange for his labour. 

Two commodities vary in relative value, and we wish to know 
in which the variation has really taken place. If we compare the 
present value of one, with shoes, stockings, hats, iron, sugar, and 
all other commodities, we find that it will exchange for precisely 
the same quantity of all these things as before. If we compare the 
other with the same commodities, we find it has varied with respect 
to them all: we may then with great probability infer that the 
variation has been in this commodity, and not in the commodities 
with which we have compared it. If on examining still more 
particularly into all the circumstances connected with the produc- 
tion of these various commodities, we find that precisely the same 
quantity of labour and capital are necessary to the production of 
the shoes, stockings, hats, iron, sugar, &c.; but that the same 
quantity as before is not necessary to produce the single commodity 
whose relative value ie altered, probability is changed into certainty, 
and we are sure that the variation is in the single commodity : we 
then discover also the cause of its variation. 

If I found that an ounce of gold would pied i for a less 
quantity of all the commodities above enumerated, and many 
others; and if, moreover, I found that by the discovery of a new 
and more fertile mine, or by the employment of machinery to great 
advantage, à given quantity of gold could be obtained with a less 

uantity of labour, I should be justified in saying that the cause of 
the alteration in the value of gold relatively to other commodities, 
was the greater facility of its production, or the smaller quantity 
of labour necessary to obtain it. In like manner, if labour fell very 
considerably in value, relatively to all other things, and if I found 
that its fall was in consequence of an abundant supply, encouraged 
by the great facility with which corn, and the other necessaries of 
the labourer, were produced, it would, I apprehend, be correct for 
me to say that corn and necessaries had fallen in value in conse- 
quence of less quantity of labour being necessary to produce them, 
and that this facility of providing for the support of the labourer 
had been followed by a fall in the value of labour. No, say Adam 
Smith and Mr Malthus, in the case of the gold you were correct in 
calling its variation a fall of its value, because corn and labour had 
not then varied; and as gold would command a less quantity of 
them, as well as of all other things, than before, it was correct to 
eay that all things had remained stationary, and that gold only had 
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varied ; but when corn and labour fall, things which we have 
selected to be our standard measure of value, notwithstanding all 
the variations to which we acknowledge they are subject, it would 
be highly improper to say so; the correct language will be to say, 
that corn and labour have remained stationary, and all other things 
have risen in value. 

Now it is against this language that I protest. I find that pre- 
cisely, as in the case of the gold, the cause of the variation between 
corn and other things, is the smaller quantity of labour necessary 
to produce it, and therefore, by all just reasoning, I am bound to 
call the variation of corn and labour a fall in their value, and not a 
rise in the value of the things with which they are compared. If I 
have to hire a labourer for a weck, and instead of ten shillings I pay 
him eight, no variation having taken place in the value of money, 
the labourer can probably obtain more food and necessaries, with 
his eight shillings, than he before obtained for ten: but this is 
owing, not to a rise in the real value of his wages, as stated by Adam 
Smith, and more recently by Mr Malthus, but to a fall in the value 
of the things on which his wages are expended, things perfectl 
distinct ; and yet for calling this a fall in the real value of Pel 
am told that I adopt new and unusual language, not reconcileable 
with the true principles of the science. To me it appears that the 
unusual and, indeed, inconsistent language, is that used by my op- 
ponents. 

Suppose a labourer to be paid a bushel of corn for a week’s work, 
when the price of corn is 80s. per quarter, and that he is paid a 
bushel aad: a quarter when the price falls to 40s. Suppose, too, 
that he consumes half a bushel of corn a-weck in his own family, 
and exchanges the remainder for other things, such as fuel, soap, 
candles, tea, sugar, salt, &c. &c.; if the three-fourths of a bushel 
which will remain to him, in one case, cannot procure him as much 
of the above commodities as half a bushel did in the other, which it 
will not, will labour have risen or fallen in value? Risen, Adam 
Smith must say, because his standard is corn, and the labourer re- 
ceives more corn for a weck’s labour. Fallen, must the same Adam 
Smith say, * because the value of a thing depends on the power of 
purchasing other goods which the possession of that object conveys,” 
and labour has a jess power of purchasing such other goods. 


SECTION II. 


Labour of different qualities differently rewarded. This no cause of variation in the 
relative value of commodities. 


In speaking, however, of labour, as being the foundation of all value, 
and the relative quantity of labour as almost exclusively determin- 
ing the relative value of commodities, I must not be supposed to be 
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inattentive to the different qualities of labour, and the difficulty of 
comparing an hour's or a day's labour, in one employment, with the 
sanre duration of labour in another. The estimation in which dif- 
ferent qualities of labour are held, comes soon to be adjusted in the 
market with sufficient precision for all practical purposes, and de- 
pends much on the comparative skill of the labourer, and intensity 
of the labour performed. The scale, when once formed, is liable to 
little variation. If a day's labour of a working jeweller be more 
valuable than a day's labour of a common labourer, it has long ago 
been adjusted, and placed in its proper position in the scale of value.* 

In comparing, therefore, the value of the same commodity, at 
different periods of time, the consideration of the comparative skill 
and intensity of labour, required for that particular commodity, 
needs scarcely to be attended to, as it operates equally at both 
periods. One description of labour at one time is compared with 
the same description of labour at another ; if a tenth, a fifth, or a 
fourth, has been added or taken away, an effect proportioned to the 
cause will be produced on the relative value of the commodity. 

If a piece of cloth be now of the value of two pieces of linen, and 
if, in ten years hence, the ordinary value of a piece of cloth should 
be four pieces of linen, we may safely conclude, that either more 
labour is required to make the cloth, or less to make the linen, or 
that both causes have operated. 

As the inquiry to which I wish to draw the reader's attention, 
relates to the effect of the variations in the relative value of com- 
modities, and not in their absolute value, it will be of little import- 
ance to examine into the comparative degree of estimation in which 
the different kinds of human labour are held. We may fairly con- 
clude, that whatever inequality there might originally have been in 
them, whatever the ingenuity, skill, or time necessary for the acquire- 
ment of one species of manual dexterity more than another, it con- 
tinues nearly the same from one generation to another; or at least, 
that the variation is very inconsiderable from year to year, and 
therefore, can have little effect, for short periods, on the relative 
value of commodities. 

* The proportion between the different rates both of wages and 


* “But though labour be the real measure of the exchangeable value of all com- 
modities, it is not that by which their value is commonly estimated. It is often diffi- 
cult to ascertain the proportion between two different quantities of labour. The time 
spent in two different sorts of work will not always alone determine this proportion. 
The different degrees of hardship endured, and of ingenuity exercised, must likewise 
be taken into account. There may be more labour in an hour’s hard work, than in 
two hours' easy business; or, in an hour's application to a trade, which it costs ten 
years’ labour to learn, than in a month's industry at an ordinary and obvious employ- 
ment. But it is not easy to find any accurate measure, either of hardship or ingenuity. 
In exchanging, indeed, the different productions of different sorts of labour for one 
another, some allowance is commonly made for both. It is adjusted, however, not by 
any accurate measure, but by the higgling and bargaining of the market, according to 
that sort of rough equality, which, though not exact, is sufficient for carrying on the 
business of common liest Wealth of Nations, book i. chap. 10. 
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profit in the different employments of labour and stock, seems not 
to be much affected, as has already been observed, by the riches or 

overty, the advancing, stationary, or declining state of the society. 
Such revolutions ìn the public welfare, though they affect the gene- 
ral rates both of wages and profit, must in the end affect them 
equally in all different employments. The proportion between them 
therefore must remain the same, and cannot well be altered, at least 
for any considerable time, by any such revolutions.” * 


SECTION III. 


Not only the labour applied immediately to commodities affect their value, but the 
labour also which is bestowed on the implements, tools, and buildings, with which 
such labour is assisted. 

EVEN in that early state to which Adam Smith refers, some capital, 
though possibly made and accumulated by the hunter himself, would 
be necessary to enable him to kill his game. Without some weapon, 
neither the beaver nor the deer could be destroyed, and therefore 
the value of these animals would be regulated, not solely by the 
time and labour necessary to their destruction, but also by the time 
and labour necessary for providing the hunter's capital, the weapon, 
by the aid of which their destruction was effected. 

Suppose the weapon necessary to kill the beaver, was constructed 
with much more labour than that necessary to kill the deer, on 
account of the greater difficulty of approaching near to the former 
animal, and the consequent necessity of its being more true to its 
mark; one beaver would naturally be of more value than two deer, 
and precisely for this reason, that more labour would, on the whole, 
be necessary to its destruction. Or suppose that the same quantity 
of labour was necessary to make both weapons, but that they were 
of very unequal durability; of the durable implement only a small 
portion of its value would be transferred to the commodity, a much 
greater portion of the value of the less durable implement would be 
realized in the commodity which it contributed to produce. 

All the implements necessary to kill the beaver and deer might 
belong to one class of men, and the labour employed in their 
destruction might be furnished by another class; still, their com- 
p prices would be in proportion to the actual labour bestowed, 

oth on the formation of the capital, and on the destruction of the 
animals. Under different circumstances of plenty or scarcity of 
capital, as compared with labour, under different circumstances of 
plenty or scarcity of the food and necessaries essential to the sup- 
port of men, those who furnished an equal value of capital for either 
one employment or for the other, might have a half, a fourth, or 


* Wealth of Nations, book i. chap. 10. 
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an eighth of the produce obtained, the remainder being paid as 
wages to those who furnished the labour; yet this division could 
not affect the relative value of these commodities, since whether 
the profits of capital were greater or less, whether they were 50, 
20, or 10 per cent., or whether the wages of labour were high or 
low, they would operate equally on both employments. 

If we suppose the occupations of the society extended, that some 
provide canoes and tackle necessary for fishing, others the seed 
and rude machinery first used in agriculture, still the same principle 
would hold true, that the exchangeable value of the commodities 
produced would be in proportion to the labour bestowed on their 
production; not on their immediate production only, but on all 
those implements or machines required to give effect to the par- 
ticular labour to which they were applied. 

If we look to a state of society in which greater improvements 
have been made, and in which arts and commerce flourish, we shall 
still find that commodities vary in value conformably with this 
principle: in estimating the exchangeable value of stockings, for 
example, we shall find that their value, comparatively with other 
things, depends on the total quantity of labour necessary to manu- 
facture them, and bring them to market. First, there is the labour 
necessary to cultivate the land on which the raw cotton is grown ; 
secondly, the labour of conveying the cotton to the country where 
the stockings are to be manufactured, which includes a portion of 
the labour bestowed in building the ship in which it is conveyed, 
and which is charged in the freight of the goods; thirdly, the 
lahour of the spinner and weaver ; uae a portion of the labour 
of the engineer, smith, and carpenter, who erected the buildings 
and machinery, by the help of which they are made; fifthly, the 
labour of the retail dealer, and of many others, whom it is unne- 
cessary further to particularize. The aggregate sum of these 
various kinds of labour, determines the quantity of other things for 
which these stockings will exchange, while the same consideration 
of the various quantities of labour which have been bestowed on 
those other things, will equally govern the portion of them which 
will be given for the stockings. 

To convince ourselves that this is the real foundation of ex- 
changeable value, let us suppose any improvement to be made in 
the means of abridging labour in any one of the various processes 
through which the raw cotton must pass, before the manufactured 
stockings come to the market, to be exchanged for other things ; 
and observe the effects which will follow. If fewer men were 
required to cultivate the raw cotton, or if fewer sailors were em- 
ployed in navigating, or Op pa in constructing the ship, in 
which it was conveyed to us; if fewer hands were employed in 
raising the buildings and machinery, or if these, when raised, were 
rendered more efficient, the stockings would inevitably fall in value, 
and consequently command lese of other things. They would fall, 
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because a less quantity of labour was necessary to their production, 
and would therefore exchange for a smaller quantity of those things 
in which no such abridgment of labour had been made. 

Economy in the use of labour never fails to reduce the relative 
value of a commodity, whether the saving be in the labour neces- 
sary to the manufacture of the commodity itself, or in that neces- 
sary to the formation of the capital, by the aid of which it is 
produced. In either case the price of stockings would fall, whether 
there were fewer men employed as bleachers, spinners, and weavers, 
persons immediately necessary to their manufacture; or as sailors, 
carriers, engineers, and smiths, persons more indirectly concerned. 
In the one case, the whole saving of labour would fall on the 
stockings, because that portion of labour was wholly confined to 
the stockings; in the other, a portion only would fall on the 
stockings, the remainder being applied to all those other commo- 
dities, to the production of which the buildings, machinery, and 
carriage were subservient 

Suppose that, in the early stages of society, the bows and arrows 
of the hunter were of equal value, and of equal durability, with the 
canoe and implements of the fisherman, both being the produce of 
the same quantity of labour. Under such circumstances the value 
of the deer, the produce of the hunter's day's labour, would be 
exactly equal to the value of the fish, the produce of the fisherman’s 
day's labour. The comparative value of the fish and the game 
would be entirely regulated by the quantity of labour realized in 
each; whatever might be the quantity of production, or however 
high or low general wages or profits might be. If, for example, the 
canoes and implements of the fisherman were of the value of 1001., 
and were calculated to last for ten years, and he employed ten men, 
whose annual labour cost 1007, and who in one day obtained by 
their labour twenty salmon: If the weapons employed by the 
hunter were also of 100/. value, and calculated to last ten years, 
and if he also employed ten men, whose annual labour cost 1002., 
and who in one day procured him ten deer; then the natural price 
of a deer would be two salmon, whether the proportion of the 
whole produce bestowed on the men who obtained it were large 
or small. The proportion which might be paid for wages is of the 
utmost importance in the question of profits; for it must at once 
be seen, that profits would be high or low, exactly in proportion as 
wages were low or high; but it could not in the least affect the 
relative value of fish and game, as wages would be high or low at 
the same time in both occupations. If the hunter urged the plea 
of his paying a large proportion, or the value of a large proportion 
of his game for wages, as an inducement to the fisherman to give 
him more fish in exchange for his game, the latter would state that 
he was equally affected by the same cause; and therefore, under all 
variations of wages and profits, under all the effects of accumula- 
tion of capital, as long as they continued by a day's labour to 
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obtain respectively the same quantity of fish, and the same quantity 
of game, the natural rate of exchange would be one deer for two 
salmon. 

If with the same quantity of labour a less quantity of fish, or a 
greater quantity of game were obtained, the value of fish would 
rise in comparison with that of game. If, on the contrary, with 
the same quantity of labour a less quantity of e, or a greater 
quantity of fish was obtained, game would rise in comparison 
with fish. 

If there were any other commodity which was invariable in its 
value, we should be able to ascertain, by comparing the value of 
fish and game with this commodity, how much of the variation 
was to be attributed to a cause which affected the value of fish, and 
how much to a cause which affected the value of game. 

Suppose money to be that commodity. If a salmon were worth 
1l. and a deer 24, one deer would be worth two salmon. But 
a deer might become of the value of three salmon, for more labour 
might be required to obtain the deer, or less to get the salmon, or 
both these causes might operate at the same time. If we had this 
invariable standard, we might easily ascertain in what degree either 
of these causes operated. If salmon continued to sell for 1l. 
whilst deer rose to 34, we might conclude that more labour was 
required to obtain the deer. 1f deer continued at the same price 
of 2]. and salmon sold for 13s. 4d., we might then be sure that 
less labour was required to obtain the salmon ; and if deer rose 
to 2l. 10s. and salmon fell to 16s. 8d., we should be convinced that 
both causes had operated in producing the alteration of the relative 
value of these commodities. 

No alteration in the wages of labour could produce any alteration 
in the relative value of these commodities; for suppose them to 
rise, no greater quantity of labour would be required in any of these 
occupations, but it would be paid for at a higher price, and the same 
reasons which should make the hunter and fisherman endeavour to 
. raise the value of their game and fish, would cause the owner of the 
mine to raise the value of his gold. "This inducement acting with 
the same force on all these three occupations, and the relative 
situation of those engaged in them being the same before and after 
the rise of wages, the relative value of game, fish, and gold would 
continue unaltered. Wages might rise twenty per cent., and profits 
consequently fall in a greater ak. proportion, without occasioning 
the least alteration in the relative value of these commodities. 

Now suppose that, with the same labour and fixed capital, more 
fish could be produced, but no more gold or game, the relative value 
of fish would fall in comparison with gold or game. If, instead of 
twenty salmon, twenty-five were the produce of one day's labour, 
the price of a salmon would be sixteen shillings instead of a pound, 
and two salmon and a half, instead of two on, would be given 
in exchange for one deer, but the price of deer would continue at 
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2l. as before. In the same manner, if fewer fish could be obtained 
with the same capital and labour, fish would rise in comparative 
value. Fish then would rise or fall in exchangeable value, only 
because more or less labour was required to obtain a given quantity ; 
and it never could rise or fall beyond the proportion of the increased 
or diminished quantity of labour required. 

If we had then an invariable standard, by which we could mea- 
sure the variation in other commodities, we should find that the 
utmost limit to which they could permanently rise, if produced 
under the circumstances supposed, was proportioned to the addi- 
tional quantity of labour required for their production; and that 
unless more labour were required for their production, they could 
not rise in any degree whatever. A rise of wages would not raise 
them in money value, nor relatively to any other commodities, the 
production of which required no additional quantity of labour, which 
employed the same proportion of fixed and circulating capital, and 
fixed capital of the same durability. If more or less labour were 
required in the production of the other commodity, we have already 
stated that this will immediately occasion an alteration in its relative 
value, but such alteration is owing to the altered quantity of requi- 
site labour, and not to the rise of wages. 


SECTION IV. 


The principle that the quantity of labour bestowed on the production of commodities 
regulates their relative value, considerably modified by the employment of machinery 
and other fixed and durable capital. l 


In the former section we have supposed the implements and weapons 
necessary to kill the deer and salmon to be equally durable, and to 
be the result of the same quantity of labour, and we have seen that 
the variations in the relative value of deer and salmon depended 
solely on the varying quantities of labour necessary to obtain them, 
—but in every state of society, the tools, implements, buildings, 
and machinery employed in different trades may be of various 
degrees of durability, and may require different portions of labour 
to produce them. ‘The proportions, too, in which the capital that 
is to support labour, and the capital that is invested in tools, ma- 
chinery, and buildings, may be variously combined. This difference 
in the degree of durability of fixed capital, and this variety in the 
proportions in which the two sorts of capital may be combined, 
introduce another cause, besides the greater or less quantity of 
labour necessary to produce commodities, for the variations in their 
relative value—this cause is the rise or fall in the value of labour. 
The food and clothing consumed by the labourer, the buildings 
in which he works, the implements with which his labour is assisted, 
are all of a perishable nature. There is, however, a vast difference 
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in the time for which these different capitals will endure: a steam- 
engine will last longer than a ship, a ship than the clothing of the 
labourer, and the clothing of the labourer longer than the food 
which he consumes. 

According as capital is rapidly perishable, and requires to be 
frequently reproduced, or is of slow consumption, it is classed under 
the heads of circulating, or of fixed capital.* A brewer, whose 
buildings and machinery are valuable and durable, is said to employ 
a large portion of fixed capital: on the contrary, a shoemaker, whose 
capital is chiefly employed in the payment of wages, which are 
expended on food and clothing, commodities more perishable than 
buildings and machinery, is said to employ a large proportion of his 
capital as circulating capital. 

t is also to be observed that the circulating capital may circulate, 
or be returned to its employer, in very unequal times. The wheat 
bought by a farmer to sow is comparatively a fixed capital to the 
wheat purchased by a baker to make into loaves. One leaves it in 
the ground, and can obtain no return for a year; the other can get 
it ground into flour, sell it as bread to his customers, and have his 
capital free to renew the same, or commence any other employment 
in a week. 

Two trades then may employ the same amount of capital; but it 
may be very differently divided with respect to the portion which 
is fixed, and that which 1s circulating. 

In one trade very little capital may be employed as circulating 
capital, that is to say, in the support of labour—it may be princi- 
pally invested in machinery, implements, buildings, &c., capital of 
a comparatively fixed and durable character. In another trade the 
same amount of capital may be used, but it may be chiefly employed 
in the support of labour, and very little may be invested in 1mple- 
ments, machines, and buildings. A rise in the wages of labour 
cannot fail to affect unequally commodities produced under such 
different circumstances. 

Again, two manufacturers may employ the same amount of fixed, 
and the same amount of circulating capital; but the durability of 
their fixed capitals may be very unequal. One may have steam- 
engines of the value of 10,000/., the other, ships of the same value. 

men employed no machinery in production but labour only, 
and were all the same length of time before they brought their 
commodities to market, the exchangeable value of their goods would 
be precisely in proportion to the quantity of labour employed. 

they employed fixed capital of the same value and of the same 
durability, then, too, the value of the commodities produced would 
be the same, and they would vary with the greater or less quantity 
of labour employed on their production. 

But although commodities produced under similar circumstances 


* A division not essential, and in which the line of demarcation cannot he accu- 
rately drawn. 
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would not vary with respect to each other, from any cause but an 
addition or diminution of the quantity of labour necessary to produce 
one or other of them, yet, compared with others not produced with 
the same proportionate quantity of fixed capital, they would vary 
from the other cause also which I have before mentioned, namely, a 
rise in the value of labour, although neither more nor less labour 
were employed in the production of either of them. Barley and 
oats would continue to bear the same relation to each other under 
any variation of wages. Cotton goods and cloth would do the 
same, if they also were produced under circumstances precisely 
similar to each other, but yet with a rise or fall of wages, barley 
might be more or less valuable compared with cotton goods, and 
oats compared with cloth. 

Suppose two men employ one hundred men each for a year in the 
construction of two machines, and another man employs the same 
number of men in cultivating corn, each of the machines at the end 
of the year will be of the same value as the corn, for they will each 
be produced by the same quantity of labour. Suppose one of the 
owners of one of the machines to employ it, with the assistance of 
one hundred men, the following year in making cloth, and the owner 
of the other machine to employ his also, with the assistance likewise 
of one hundred men, in making cotton goods, while the farmer 
continues to employ one hundred men as before in the cultivation 
of corn. During the second year they will all have employed the 
same quantity of labour, but the goods and machine together of the 
clothier, and also of the cotton manufacturer, will be the result of 
the labour of two hundred men, employed for a year; or, rather, of 
the labour of one hundred men for two years; whereas the corn 
will be produced by the labour of one hundred men for one year, 
consequently if the corn be of the value of 500/., the machine and 
cloth of the clothier together ought to be of the value of 10002., 
and the machine and cotton goods of the cotton manufacturer ought 
to be also of twice the value of the corn. But they will be of more 
than twice the value of the corn, for the profit on the clothier's and 
cotton manufacturer's capital for the first year has been added to 
their capitals, while that of the farmer has been expended and 
enjoyed. On account then of the different degrees of durability of 
their capitals, or, which is the same thing, on account of the time 
which must elapse before one set of commodities can be brought to 
market, they will be valuable, not exactly in proportion to the 
quantity of labour bestowed on them,—they will not be as two to 
one, but something more, to compensate for the greater length of 
time which must elapse before the most valuable can be brought to 
market. 

Suppose that for the labour of each workman 50/. per annum 
were paid, or that 5000/. capital were employed and profits were 
10 per cent., the value of each of the machines as well as of the 
corn, at the end of the first year, would be 5,5007. The second 
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ear the manufacturers and farmer will again employ 50000. each 
in the support of labour, and will therefore again sell their goods for 
5,9007. ; but the men using the machines, to be on a par with the 
farmer, must not only obtain 5,5004. for the equal capitals of 
5000/. employed on labour, but they must obtain a further sum of 
550/. for the profit on 5,5007, which they have invested in 
machinery, and consequently their goods must sell for 6,050/. 
Here, then, are capitalists employing precisely the same quantity 
of labour annually on the production of their commodities, and yet 
the goods they produce differ in value on account of the different 
quantities of fixed capital, or accumulated labour, employed by each 
respectively. The cloth and cotton goods are of the same value, 
because they are the produce of equal quantities of labour, and 
equal quantities of fixed capital; but corn is not of the same value 
as these commodities, because it is produced, as far as regards fixed 
capital, under different circumstances. 

But how will their relative value be affected by a rise in the 
value of labour? It is evident that the relative values of cloth and 
cotton goods will undergo no change, for what affects one must 
equally affect the other, under the circumstances supposed ; neither 
will the relative values of wheat and barley undergo any change, for 
they are produced under the same circumstances as far as fixed and 
circulating capital are concerned ; but the relative value of corn to 
cloth, or to cotton goods, must be altered by a rise of labour. 

There can be no rise in the value of labour without a fall of 

rofits. If the corn is to be divided between the farmer and the 
labourer, the larger the proportion that is given to the latter, the 
less will remain for the former. So, if cloth or cotton goods be 
divided between the workman and his employer, the larger the 
proportion given to the former, the less remains for the latter. 
Suppose then, that owing to a rise of wages, profits fall from 10 to 
9 per cent., instead of adding 550/. to the common price of their 

oods (to 5,5004.) for the profits on their fixed capital, the manu- 
ou would add only 9 per cent. on that sum, or 495/., conse- 
quently the price would be 5,9957, instead of 6,0504. As the 
corn would continue to sell for 5,5007, the manufactured goods in 
which more fixed capital was employed, would fall relatively to corn 
or to any other goods in which a less portion of fixed capital 
entered. The degrce of alteration in the relative value of goods, on 
account of a rise or fall of labour, would depend on the proportion 
which the fixed capital bore to the whole capital employed. All 
commodities which are produced by very valuable machinery, or in 
very valuable buildings, or which require a great length of time 
before they can be brought to market, would fall in relative value, 
while all those which were chiefly produced by labour, or which 
would be speedily brought to market, would rise in relative value. 

The reader, however, should remark, that this cause of the 
variation of commodities is comparatively slight in its effects. 
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With such a rise of wages as should occasion a fall of 1 per cent. 
in profits, goods pus under the circumstances I have sup- 
posed, vary in relative value only 1 per cent.; they fall with so 
great a fall of profits from 6,050/. to 5,995/. The greatest effects 
which could be produced on the relative prices of these goods from 
a rise of wages, could not exceed 6 or 7 per cent; for profits 
could not, probably, under any circumstances, admit of a greater 
general 2d permanent depression than to that amount. 

Not so with the other great cause of the variation in the value 
of commodities, namely, the increase or diminution in the quantity 
of labour necessary to produce them. If to produce the corn, 
eighty, instead of one hundred men, should be required, the value 
of the corn would fall 20 per cent., or from 5,500/. to 4,400/. If 
to produce the cloth, the labour of eighty instead of one hundred 
men would suffice, cloth would fall from 6,0507. to 4,9504. An 
alteration in the permanent rate of profits, to any great amount, is 
the effect of causes which do not operate but in the course of years, 
whereas alterations in the quantity of labour necessary to produce 
commodities are of daily occurrence. Every improvement in 
machinery, in tools, in buildings, in raising the raw material, saves 
. labour, and enables us to produce the commodity to which the 
improvement is applied with more facility, and consequently its 
value alters. Ih estimating, then, the causes of the variations in 
the value of commodities, although it would be wrong wholly to 
omit the consideration of the effect produced by a rise or fall of 
labour, it would be equally incorrect to attach much importance to 
it; and consequently, in the subsequent part of this work, though 
I shall occasionally refer to this cause of variation, I shall consider 
all the great variations which take place in the relative value of com- 
modities to be produced by the greater or less quantity of labour 
which may be required from time to time to produce them. 

It is hardly necessary to say, that commodities which have the 
same quantity of labour bestowed on their production, will differ in 
exchangeable value, if they cannot be brought to market in the 
same time. 

Suppose I employ twenty men at an expense of 1000/. for a 
pe in the production of a commodity, and at the end of the year 

employ twenty men again for another year, at a further expense 
of 1000/. in finishing or perfecting the same commodity, and that 
I bring it to market at the end of two years, if ps be 10 per 
cent., my commodity must sell for 2,9107. ; for I have employed 
1000/. capital for one year, and 2,100/. capital for one year more. 
Another man employs precisely the same quantity of labour, but 
he employs it all in the first year; he employs forty men at an 
expense of 2000/., and at the end of the first year he sells it with 
10 per cent. profit, or for 2200/. Here, then, are two commo- 
dities having precisely the same quantity of labour bestowed on 
them, one of which sells for 2,310/.—the other for 2,200/. 
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This case appears to differ from the last, but is, in fact, the same. 
In both cases the superior price of. one commodity is owing to the 
greater length of time which must elapse before it can be brought 
to market. In the former case the machinery and cloth were more 
than double the value of the corn, although only double the quan- 
tity of labour was bestowed on them. the second case, one 
commodity is more valuable than the other, although no more 
labour was employed on its production. The difference in value 
arises in both cases from the profits being accumulated as capital, 
and is only a just compensation for the time that the profits were 
withheld. 

It appears, then, that the division of capital into different propor- 
tions of fixed and circulating capital, employed in different trades, 
introduces a considerable modification to the rule, which is of 
universal application when labour is almost exclusively smp oyen 
in production; namely, that commodities never vary in value, 
unless a greater or less quantity of labour be bestowed on their 
production, it being shown in this section that, without any varia- 
tion in the quantity of labour, the rise of its value merely will 
occasion a fall in the exchangeable value of those goods in the 
production of which fixed capitalis employed; the larger the amount 
of fixed capital, the greater will be the fall. 


SECTION V. 


The principle that value does not vary with the rise or fall of wages, modified also 
by the unequal durability of capital, and by the uncqual rapidity with which it is 
returned to its employer. 


In the last section we have supposed that, of two equal capitals, in 
two different occupations, the proportions of fixed and circulating 
capitals were unequal; now let us suppose them to be in the same 
proportion, but of unequal durability. In proportion as fixed capi- 
tal is less durable, it approaches to the nature of circulating capital. 
It will be consumed and its value reproduced in a shorter time, in 
order to preserve the capital of the manufacturer. We have just 
seen, that in proportion as fixed capital preponderates in a manu- 
facture, when wages rise, the value of commodities produced in 
that manufacture, 1s relatively lower than that of commodities pro- 
duced in manufactures where circulating capital preponderates. In 
proportion to the less durability of fixed capital, and its approach 
to the nature of circulating capital, the same effect will be produced 
by the same cause. | 

If fixed capital be not of a durable nature, it will require a great 
quantity of labour annually to keep it in its original state of effi- 
ciency ; but the labour so bestowed may be considered as really 
expended on the commodity monita which must bear a value 
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in proportion to such labour. If I had a machine worth 20,000/. 
which with very little labour was efficient to the production of 
commodities, and if the wear and tear of such machine were of 
trifling amount, and the general rate of profit 10 per cent., I should 
not require much more than 2000/. to be added to the price of the 
goods, on account of the employment of my machine; but if the 
wear and tear of the machine were great, if the quantity of labour 
requisite to keep it in an efficient state were that of fifty men 
annually, I should require an additional price for my goods, equal 
to that which would be obtained by any other manufacturer who 
employed fifty men in the production of other goods, and who used 
no machinery at all. 

But a rise in the wages of labour would not equally affect 
commodities produced with machinery quickly consumed, and 
commodities produced with machinery slowly consumed. In the 
production of the one, a great deal of labour would be continually 
transferred to the commodity produced—in the other very little 
would be so transferred. Every rise of wages, therefore, or, which 
is the same thing, every fall of profits, would lower the relative 
value of those commodities which were produced with a capital of 
& durable nature, and would proportionally elevate those which 
were produced with capital more perishable. A fall of wages would 
have precisely the contrary effect. 

I have already said that fixed capital is of various degrees of 
durability—suppose now a machine which could in any particular 
trade be employed to do the work of one hundred men for a year, 
and that it would last only for one year. Suppose, too, the machine 
to cost 5000/., and the wages annually paid to one hundred men to 
be 50002., it is evident that it would be a matter of indifference to 
the manufacturer whether he bought the machine or employed the 
men. But suppose labour to rise, and consequently the wages of 
one hundred men for a year to amount to 5,500, it is obvious that 
the manufacturer would now no longer hesitate, it would be for his 
interest to buy the machine and get his work done for 50001. But 
will not the machine rise in price, will not that also be worth 5,5007. 
in consequence of the rise of labour ? It would rise in price if there 
were no stock employed on its construction, and no profits to be 
paid to the maker of it. If, for example, the machine were the 
produce of the labour of one hundred men, working one year upon 
it with wages of 50/. each, and its price were consequently 50001. ; 
should those wages rise to 55/., its price would be 5,500/., but this 
cannot be the case; less than one hundred men are employed or it 
could not be sold for 5000L., for out of the 5000/, must be paid the 
profits of stock which employed the men. Suppose then that only 
eighty-five men were employed at an expense of 50/. each, or 4,250/. 
per annum, and that the 750/. which the sale of the machine would 
produce over and above the wages advanced to the men, constituted 
the profits of the engineer’s stock. When wages rose 10 per cent., 
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he would be obliged to employ an additional capital of 4251, and 
would therefore employ 4,675/. instead of 4,250/., on which capital 
he would only get a profit of 325/. if he continued to sell his machine 
for 5000/.; but this is precisely the case of all manufacturers and 
capitalists; the rise of wages affects them all. If therefore the 
maker of the machine should raise the price of it in consequence of 
a rise of wages, an unusual quantity of capital would be employed 
in the construction of such machines, till their price afforded only 
the common rate of profits.^ We see then that machines would 
not rise in price, in consequence of a rise of wages. 

The manufacturer, however, who in a general rise of wages can 
have recourse to a machine which shall not increase the charge of 

roduction on his commodity, would enjoy peculiar advantages if 
he could continue to charge the same price for his goods; but he, 
as we have already seen, would be soa, to lower the price of his 
commodities, or capital would flow to his trade till his profits had 
sunk to the general level. Thus then is the public benefited b 
machinery : these mute agents are always the produce of ‘auch 
less labour than that which they displace, even when they are of 
the same money value. Through their influence, an increase in 
the price of provisions which raises wages will affect fewer persons ; 
it will reach, as in the above instance, eighty-five men instead of 
a hundred, and the saving which is the consequence shows itself 
in the reduced price of the commodity manufactured. Neither 
machines, nor the commodities made by them, rise in real value, 
but all commodities made by machines fall, and fall in propor- 
tion to their durability. 

It will be scen then, that in the early stages of society, before 
much machinery or durable capital is used, the commodities pro- 
duced by equal capitals will be nearly of equal value, and will rise 
or fall only relatively to each other on account of more or leas 
labour being required for their production ; but after the introduc- 
tion of these expensive and durable instruments, the commodities 
produced by the employment of equal capitals will be of ver 
unequal value, and although they will still be liable to rise or f: 
relatively to each other, as more or less labour becomes necessary 
to their production, they will be subject to another, though a minor 
variation, also from the rise or fall of wages and profits. Since 
goods which sell for 5000/7. may be the produce of a capital equal 
in amount to that from which are produced other S ren which sell 
for 10,000, the profits on their manufacture wili be the same; 


* We here see why it is that old countries are constantly impelled to employ 
machinery, and new countries to employ labour. With every difficulty of providing 
for the maintenance of men, labour necessarily rises, and with every rise in the price 
of labour, new temptations are offered to the use of machinery. This difficulty of 
providing for the maintenance of men is in constant operation in old countries, in new 
ones a very great increase in the population may take place without the least rise in 
the wages of labour. It may be as easy to provide for the 7th, 8th, and 9th million 
of men as for the 2d, 3d, and 4th. 
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but those profits would be unequal, if the prices of the goods did 
not vary with a rise or fall in the rate of profits. 

It appears, too, that in proportion to the durability of n 
employed in any kind of production, the relative prices of those 
commodites on which such durable capital is employed, will vary 
inversely as wages; they will fall as wages rise, and rise as wages 
fall; and, on the contrary, those which are produced chiefly by 
labour with less fixed capital, or with fixed capital of a less dur- 
able character than the medium in which price is estimated, will 
rise a8 wages rise, and fall as wages fall. 


SECTION VI. 


On an invariable measure of value. 


WHEN commodities varied in relative value, it would be desir- 
able to have the means of ascertaining which of them fell and 
which rose in real value, and this could be effected only by compar- 
ing them one after another with some invariable standard measure 
of value, which should itself be subject to none of the fluctuations 
to which other commodities are exposed. Of such a measure it is 
impossible to be possessed, because there is no commodity which 
is not itself exposed to the same variations as the things the value 
of which is to be ascertained ; that 1s, there 1s none which is not 
subject to require more or less labour for its production. But if 
this cause of variation in the value of a medium could be removed 
—if it were possible that in the production of our money, for 
instance, the same quantity of labour should at all times be required, 
still it would not be a perfect standard or invariable measure of 
value, because, as I have already endeavoured to explain, it would 
be subject to relative variations from a rise or fall of wages, on 
account of the different proportions of fixed capital which might 
be necessary to produce it, and to produce those other commodities 
whose alteration of value we wished to ascertain. It might be 
subject to variations, too, from the same cause, on account of the 
different degrees of durability of the fixed capital employed on it, 
and the commodities to be compared with it—or the time neces- 
sary to bring the one to market, might be longer or shorter than 
the time necessary to bring the other commodities to market, the 
variations of which were to be determined ; all which circumstances 
disqualify any commodity that can be thought of from being a 
perfectly accurate measure of value. 

If, for example, we were to fix on gold as a standard, it is evi- 
dent that it is but a commodity obtained under the same contin- 
gencics as every other commodity, and requiring labour and fixed 
capital to produce it. Like every other commodity, improvements 
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in the saving of labour might be applied to its production, and 
consequently it might fall in relative value to other things merely 
on account of the greater facility of producing it. 

If we suppose this cause of variation to be removed, and the 
same quantity of labour to be always required to obtain the same 
quantity of gold, still gold would not be a perfect measure of value, 
by which we could accurately ascertain the variations in all other 
things, because it would not be produced with precisely the same 
combinations of fixed and circulating capital as all other things ; 
nor with fixed capital of the same durability ; nor would it require 
precisely the same length of time, before it could be brought to 
market. It would be a perfect measure of value for all things pro- 
duced under the same circumstances precisely as itself, but for no 
others. If, for example, it were produced under the same circum- 
stances as we have supposed necessary to produce cloth and cotton 
goods, it would be a perfect measure of value for those things, but 
: not so for corn, for coals, and other commodities produced with either 

a less or a greater proportion of fixed capital, becie as we have 
shown, every alteration in the permanent rate of profits would have 
some effect on the relative value of all these goods, independently of 
any alteration inthe quantity of labour employed on their production. 
If gold were produced under the same circumstances as corn, even 
if they never changed, it would not, for the same reasons, be at all 
times a perfect measure of the value of cloth and cotton goods. 
Neither gold, then, nor any other commodity, can ever be a perfect 
measure of value for all things; but I have already remarked, 
that the effect on the relative prices of things, from a variation 
in profits, is comparatively slight; that by far the most im- 
portant effects are produced by the varying quantities ‘of labour 
required for production ; and therefore, if we suppose this important 
cause of variation removed from the production of gold, we shall 
probably possess as near an approximation to a standard measure 
of value as can be theoretically conceived. May not gold be con- 
sidered as a commodity produced with such proportions of the two 
kinds of capital as approach nearest to the average quantity 
employed in the production of most commodities? May not these 
proportions be so nearly equally distant from the two extremes, the 
one where little fixed capital is used, the other where little labour 
is employed, as to form a just mean between them ? 

If, then, 1 may suppose myself to be possessed of a standard so 
nearly approaching to an invariable one, the advantage is, that I 
shall be enabled to speak of the variations of other things, without 
. embarrassing myself on every occasion with the consideration of the 
possible alteration in the value of the medium in which price and 
value are estimated. 

To facilitate, then, the object of this enquiry, although I fully 
allow that money made of gold is subject to most of the variations 
of other things, I shall suppose it to be invariable, and therefore all 
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alterations in price to be occasioned by some alteration in the value 
of the commodity of which I may be speaking. 

Before I quit this subject, it may be proper to observe, that 
Adam Smith, and all the writers who have followed him, have, 
without one exception that I know of, maintained that a rise in the 
price of labour would be uniformly followed by a rise in the price 
of all commodities. I hope I have succeeded in showing, that there 
are no grounds for such an opinion, and that only those commodi- 
ties would rise which had less fixed capital employed upon them 
than the medium in which price was estimated, and that all those 
which had more, would positively fall in price when wages rose. 
On the contrary, if wages fell, those commodities only would fall, 
which had a less proportion of fixed capital employed on them, 
than the medium in which price was estimated ; all those which 
had more, would positively rise in price. 

It is necessary for me also to remark, that I have not said, be- 
cause one commodity has so much labour bestowed upon it as will 
cost 1000/., and another so much as will cost 2000/., that there- 
fore one would be of the value of 1000/., and the other of the value 
of 20007. ; but I have said that their value will be to each other as 
two to one, and that in those proportions they will be exchanged. 
It is of no importance to the truth of this doctrine, whether one of 
these commodities sells for 1,1007. and the other for 2,200/., or one 
for 1,5007. and the other for 3000/.; into that question I do not 
at present enquire ; I affirm only, that their relative values will be 
governed by the relative quantities of labour bestowed on their 
production.* 


SECTION VII. 


Different effects from the alteration in the value of money, the medium in which PRICE 
is always expressed, or from the alteration in the value of the commodities which 
money purchases. 


ALTHOUGH I shall, as I have already explained, have occasion to 
consider money as invariable in value, for the purpose of more dis- 
tinctly pointing out the causes of relative variations in the value of 
other things, it may be useful to notice the different effects which 
will follow from the prices of goods being altered by the causes to 
which I have already adverted, namely, the different quantities of 


* Mr Malthus remarks on this doctrine, * We have the power indeed, arbitrarily, 
to call the labour which has been employed upon a commodity its real value, but in 
so doing, we use words in a different sense from that in which they are customarily 
used; we confound at once the very important distinction between cost and value ; 
and render it almost impossible to explain with clearness the main stimulus to the 
production of wealth, which in fact depends upon this distinction." 

Mr Malthus Appear to think that it is a pe of my doctrine, that the cost and 
value of a thing should be the same ; it is, if he means by cost, ** cost of production" 
including profits. In the above passage, tbis is what he does not mean, and therefore 
he has not clearly understood me. 
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labour required to produce them, and their being altered by a varia- 
tion in the value of money itself. 

Money being a variable commodity, the rise of money-wages will 
be frequently occasioned by a fall in the value of money. A rise 
of wages from this cause will, indeed, be invariably accompanied 
by a rise in the price of commodities ; but in such cases, it will be 
found that labour and all commodities have not varied in regard to 
each other, and that the variation has been confined to money. 

Money, from its being a commodity obtained from a foreign 
country, from its being the general medium of exchange between 
all civilized countrics, and trom its being also distributed among 
those countries in proportions which are ever changing with every 
improvement in commerce and machinery, and with every increasing 
difficulty of obtaining food and necessaries for an increasing popula- 
tion, is subject to incessant variations. In stating the principles 
which regulate exchangeable value and price, we should carefully 
distinguish between those variations which belong to the commodity 
itself, and those which are occasioned by a variation in the medium 
in which value is estimated, or price expressed. 

A rise in wages, from an alteration in the value of money, pro- 
duces a general effect on price, and for that reason it produces no 
real effect whatever on profits. On the contrary, a rise of wages, 
from the circumstance of the labourer being more liberally rewarded, 
or from a difficulty of procuring the necessaries on which wages are 
expended, does not, except in some instances, produce the effect of 
raising price, but has a great effect in lowering profits. In the one 
case, no greater proportion of the annual labour of the country is 
devoted to the support of the labourers; in the other case, a larger 
portion is so devoted. 

It is according to the division of the whole produce of the land 
of any particular farm, between the three classes, of landlord, capi- 
talist, and labourer, that we are to judge of the rise or fall of rent, 
profit, and wages, and not according to the value at which that 
produce may be estimated in a medium which is confessedly variable. 

It is not by the absolute quantity of produce obtained by either 
class, that we can correctly judge of the rate of profit, rent, and 
wages, but by the quantity of labour required to obtain that pro- 
duce. By improvements in machinery and agriculture, the whole 
produce may be doubled; but if wages, rent, and profit be also 
doubled, these three will bear the same proportions to one another 
as before, and neither could be said to have relatively varied. But 
if wages partook not of the whole of this increase; if they, instead 
of being doubled, were only increased one-half; if rent, instead of 
being doubled, were only increased three-fourths, and the remain- 
ing Increase went to profit, it would, I apprehend, be correct for 
me to say, that rent and wages had fallen while profits had risen ; 
for if we had an invariable standard by which to measure the value 
of this produce, we should find that a less value had fallen to the 
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class of labourers and landlords, and a greater to the class of capi- 
talists, than had been given before. We might find, for exam ds 
that though the absolute quantity of commodities had been doubled, 
they were the produce of precisely the former quantity of labour. 
Of every hundred hats, coats, and quarters of corn produced, if 


The labourers had before . . 25 
The landlords . . . . . . 25 
And the capitalists . . . . 50 


100: 


And if, after these commodities were double the quantity, of every 
100 

The labourers had only. . . 22 

The landlords . . . . . . 22 

And the capitalists . . . . 56 


In that case I should say, that wages and rent had fallen and pro- 
fits risen; though, in consequence of the abundance of commodities, 
the quantity paid to the labourer and landlord would have increased 
in the proportion of 25 to 44. Wages are to be estimated by their 
real value, viz. by the quantity of labour and capital employed in 
producing them, and not by their nominal value either in coats, hats, 
money, or corn. Under the circumstances I have just supposed, 
commodities would have fallen to half their former value, and if 
money had not varied, to half their former price also. If then in 
this medium, which had not varied in value, the wages of the 
labourer should be found to have fallen, it will not the less be a real 
fall, because they might furnish him with a greater quantity of cheap 
commodities than his former wages. 

The variation in the value of money, however great, makes no 
difference in the rate of profits; for suppose the goods of the manu- 
facturer to rise from 1000/. to 2000/. or 100 per cent., if his 
capital, on which the variations of money have as much effect as 
on the value of produce, if his machinery, buildings, and stock in 
trade rise also a 100 per cent., his rate of profits will be the same, 
and he will have the same quantity, and no more, of the produce 
of the labour of the country at his command. 

If, with a capital of a given value, he can, by economy in labour, 
double the quantity of produce, and it fall to half its former price, 
it will bear the same proportion to the capital that produced it which 
it did before, and consequently profits will still be at the same rate. 

If, at the same time that he doubles the quantity of produce by 
the employment of the same capital, the value of money is by any 
accident lowered one half, the produce will sell for twice the money 
value that it did before; but the capital employed to produce it 
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will also be of twice its former money value; and therefore in this 
case too, the value of the produce will bear the same proportion to 
the value of the capital as it did before; and although the produce 
be doubled, rent, wages, and profits will only vary as the propor- 
tions vary, in which this double produce may be divided among 
the three classes that sharo it. 


[ 34 ]. 


CHAPTER II. 


ON RENT. 


IT remains however to be considered, whether the appropriation of 
land, and the consequent creation of rent, will occasion any variation 
in the relative value of commodities, independently of the quantity 
of labour necessary to production. In order to understand this 
part of the subject, we must enquire into the nature of rent, and 
the laws by which its rise or fall is regulated. 

Rent is that portion of the produce of the earth which is paid to 
the landlord for the use of the original and indestructible powers 
of the soil. It is often, however, confounded with the interest and . 
profit of capital, and, in popular language, the term is applied to 
whatever is annually paid by a farmer to his landlord. If, of two 
adjoining farms of the same extent, and of the same natural fertility, 
one had all the conveniences of farming buildings, and, besides, 
were properly drained and manured, and advantageously divided 
by hedges, fences and walls, while the other had none of these 
advantages, more remuneration would naturally be paid for the use 
of one, than for the use of the other; yet ir. both cases this remu- 
neration would be called rent. But it is evident, that a portion only 
of the money annually to be paid for the improved farm, would be 
given for the original and indestructible powers of the soil; the 
other portion would be paid for the use of the capital which had 
been employed in ameliorating the quality of the land, and in 
erecting such buildings as were necessary to secure and preserve 
the produce. Adam Smith sometimes speaks of rent, in the strict 
sense to which I am desirous of confining it, but more often in the 
popular sense, in which the term is usually employed. He tells us, 
that the demand for timber, and its consequent high price, in the 
more southern countries of Europe, caused a rent to be paid for 
forests in Norway, which could before afford no rent. Is it not, 
however, evident, that the person who paid what he thus calls rent, 
paid it in consideration of the valuable commodity which was then 
standing on the land, and that he actually repaid himself with a 
profit, by the sale of the timber? If, indeed, after the timber was 
removed, any compensation were paid to the landlord for the use 
of the land, for the purpose of growing timber or any other produce, 
with a view to future demand, such compensation might justly be 
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called rent, because it would be paid for the productive powers of 
the land; but in the case stated by Adam Smith, the compensation 
was paid for the liberty of removing and selling the timber, and not 
for the liberty of growing it. He speaks also of the rent of coal 
mines, and of stone quarries, to which the same observation applies 
—that the compensation given for the mine or quarry, is paid for 
the value of the coal or stone which can be removed froin them, 
and has no connexion with the original and indestructible powers 
of the land. This is a distinction of great importance, in an 
enquiry concerning rent and pontes for it is found, that the laws 
which regulate the progress of rent, are widely different from those 
which regulate the progress of profits, and seldom operate in the 
same direction. In all improved countries, that which is annually 
paid to the landlord, partaking of both characters, rent and profit, 
is sometimes kept stationary by the effects of opposing causes; at 
other times advances or recedes, as one or the other of these causes 
preponderates. In the future pages of this work, then, whenever I 
po of the rent of land, I wish to be understood as speaking of 
that compensation, which is paid to the owner of land for the use 
of its original and indestructible powers. 

On the first settling of a country, in which there is an abundance 
of rich and fertile land, a very small proportion of which is required 
to be cultivated for the support of the actual population, or indeed 
can be cultivated with the capital which the population can com- 
mand, there will be no rent; for no one would pay for the use of 
land, when there was an abundant quantity not yet appropriated, 
and, therefore, at the disposal of whosoever might choose to culti- 
vate ìt. 

On the common principles of supply and demand, no rent could 
be paid for such land, for the reason stated why nothing is given 
for the use of air and water, or for any other of the gifts of nature 
which exist in boundless quantity. With a given quantity of 
materials, and with the assistance of the pressure of the atmosphere, 
and the elasticity of steam, engines may perform work, and abridge 
human labour to a very great extent; but no charge is made for 
the use of these natural aids, because they are inexhaustible, and 
at every man’s disposal. In the same manner, the brewer, the 
distiller, the dyer, make incessant use of the air and water for the 
production of their commodities; but as the supply is boundless, 
they bear no price.* Ifall land had the same properties, if it were 


* “ The earth, as we have already seen, is not the only agent of nature which has 
& productive power; but it is the only one, or nearly so, that one set of men take to 
themselves, to the exclusion of others ; and of which, consequently, they can appro- 
pres the bentfits. The waters of rivers, and of the sea, by the power which they 
ave of giving movement to our machines, carrying our boats, nourishing oür fish, 
have also & productive power; the wind which turns our mills, and even the heat of 
the sun, work for us; but happily no one has yet been able to say, the ‘wind and 
the sun are mine, and the service which they render must be paid for. "— Economia 
Politique, par J. B. Say, vol. ii. p. 124. 
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unlimited in quantity, and uniform in quality, no charge could be 
made for its use, unless where it possessed peculiar advantages of 
situation. It is only, then, because land is not unlimited in 
quantity and uniform in quality, and because, in the progress of 
population, land of an inferior quality, or less advantageously 
situated, is called into cultivation, that rent is ever paid for the use 
of it. When, in the progress of society, land of the second degree 
of fertility is taken into cultivation, rent immediately commences 
on that of the first quality, and the amount of that rent will depend 
on the difference in the quality of these two portions of land. 
When land of the third quality is taken into cultivation, rent 
immediately commences on the second, and it is regulated as before, 
by the difference in their productive powers. At the same time, 
the rent of the first quality will rise, for that must always be above 
the rent of the second, by the difference between the produce 
which they yield with a given quantity of capital and labour. 
With every step in the progress of population, which shall oblige a 
country to have recourse to land of a worse quality, to enable it to 
raise its supply of food, rent, on all the more fertile land, will rise. 
Thus suppose land—No. 1, 2, 3,—to yield, with an equal 
employment of capital and labour, a net produce of 100, 90, and 80 
quarters of corn. Ina new country, where there is an abundance 
of fertile land compared with the population, and where therefore 
it is only necessary to cultivate No. 1, the whole net produce will 
belong to the cultivator, and will be the profits of the stock which 
he advances. As soon as population had so far increased as to 
make it necessary to cultivate No. 2, from which ninety quarters 
only can be obtained after supporting the labourers, rent would 
commence on No. 1; for either there must be two rates of profit 
on agricultural capital, or ten quarters, or the value of ten quarters 
must be withdrawn from the produce of No. 1, for some other 
purpose. Whether the proprietor of the land, or any other person, 
cultivated No. 1, these ten quarters would equally constitute rent ; 
for the cultivator of No. 2 would get the same result with his 
capital, whether he cultivated No. 1, paying ten quarters for rent, 
or continued to cultivate No. 2, paying no rent. In the same 
manner it might be shown that when No. 3 is brought into culti- 
vation, the rent of No. 2 must be ten quarters, or the value of ten 
uarters, whilst the rent of No. 1 would rise to twenty quarters ; 
or the cultivator of No. 3 would have the same profits whether he 
paid twenty quarters for the rent of No. 1, ten quarters for the 
rent of No. 2, or cultivated No. 3 free of all rent. 
-- It.often, and, indeed, commonly happens, that before No. 2, 3, 


.-— 84 or Dyer the inferior lands are cultivated, capital can be employed 
,,." . hore 
E It may. 


ctively on those lands which are already in cultivation. 
erhaps be found, that by doubling the original capital 
o. l, though the produce will not be doubled, will 
ed by 100 quarters, 1t may be increased by eighty-five 


employed on 
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quarters, and that this quantity exceeds what could be obtained by 
employing the same capital on land No. 3. . 

tn such case, capital will be preferably employed on the old land, 
and will equally create a rent; for rent is always the difference 
between the produce obtained by the employment of two equal 
quantities of capital and labour. If, with a capital of 10004. a 
tenant obtain 100 quarters of wheat from his land, and by the em- 
ployment of a second capital of 1000/., he obtain a further return 
of eighty-five, his landlord would have the power, at the expiration 
of his lease, of obliging him to pay fifteen quarters, or an equiva- 
lent value for additional rent; for there cannot be two rates of 
profit. If he is satisfied with a diminution of fifteen quarters in the 
return for his second 10007., it is because no employment more 
SE P can be found for it. The common rate of profit would 

e in that proportion, and if the original tenant refused, some other 
person would be found willing to give all which exceeded that rate 
of profit to the owner of the [EN om which he derived it. 

fa this case, as well as in the other, the capital last ay oyen pays 
no rent. For the greater productive powers of the first 1000/., 
fifteen quarters is paid for rent, for the employment of the second 
1000/., no rent whatever is paid. Ifa third 1000/. be employed on 
the same land, with a return of seventy-five quarters, rent will then 
be paid for the second 1000L, and will be equal to the difference 
between the produce of these two, or ten quarters; and at the same 
time the rent of the first 1000/. will rise from fifteen to twenty- 
five quarters ; while the last 10007. will pay no rent whatever. 

If, then, good land existed in a quantity much more abundant 
than the production of food for an increasing population required, 
or if capital could be indefinitely employed without a diminished 
return on the old land, there could be no rise of rent; for rent in- 
variably proceeds from the employment of an additional quantity of 
labour with a proportionally less return. 

The most fertile and most favourably situated land will be first cul- 
tivated, and the exchangeable value of its produce will be adjusted 
in the same manner as the exchangeable value of all other commo- 
dities, by the total quantity of labour necessary in various forme, from 
first to last, to produce it and bring it to market. When land of an 
inferior quality is taken into cultivation, the exchangeable value of 
raw produce will rise, because more labour is required to produce it. 

The exchangeable value of all commodities, whether they be 
manufactured, or the produce of the mines, or the ost of land, 
is always regulated, not by the less quantity of labour that will 
suffice for their production under circumstances highly favourable, 
and exclusively enjoyed by those who have peculiar facilities of 
production; but by the greater quantity of labour necessarily be- 
stowed on their production by those who have no such facilities ; 
by those who continue to produce them under the most unfavourable 
circumstances ; meaning—by the most unfavourable circumstances, 
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the most unfavourable under which the quantity of produce required, 
renders it necessary to carry on the production. 

Thus, in a charitable institution, where the poor are set to work 
with the funds of benefactors, the general prices of the commodi- 
ties, which are the produce of such work, will not be governed by 
the peculiar facilities afforded to these workmen, but by the common, 
usual, and natural difficulties, which every other manufacturer will 
have to encounter. The manufacturer enjoying none of these faci- 
lities might indeed be driven altogether from the market, if the 
supply afforded by these favoured workmen were equal to all the 
wants of the community; but if he continued the trade, it would 
be only on condition that he should derive from it the usual and 
dapi rate of profits on stock ; and that could only happen when 

is commodity sold fora price proportioned to the quantity of 
labour bestowed on its production.* 

It is true, that on the best land, the same produce would still be 
obtained with the same labour as before, but its value would be en- 
hanced in consequence of the diminished returns obtained by those 
who employed fresh labour and stock on the less fertile land. Not- 
withstanding, then, that the advantages of fertile over inferior landa 
are in no case lost, but only transferred from the cultivator, or con- 
sumer, to the landlord, yet, since more labour is required on the 
inferior lands, and since it is from such land only that we are 
enabled to furnish ourselves with the additional supply of raw 
produce, the comparative value of that produce will continue per- 
manently above its former level, and make it exchange for more hats, 
cloth, shoes, &c., &c., in the production of which no such additional 
quantity of labour 1s required. 

The reason then, why raw produce rises in comparative value, is 
because more labour is employed in the production of the last 
portion obtained, and not because a rent is paid to the landlord. 
Ihe value of corn is regulated by the quantity of labour bestowed 
on its production on that quality of land, or with that portion of 


* Has not M. Say forgotten, in the following passage, that it is the cost of produc- 
tion which ultimately regulates price? “ The produce of labour employed on the land 
has this peculiar property, tl:at it does not become more dear by becoming more scarce, 
because population always diminishes at the same time that food diminishes, and 
consequently the quantity of these products demanded, diminishes at the same time 
as the quantity supplied. Besides, it is not observed that corn is more dear in those 
places where there is plenty of uncultivated land, than in completely cultivated coun- 
tries. England and France were much more imperfectly cultivated in the middle 
ages than they are now ; they produced much less raw produce: nevertheless, from 
all that we can judge by a comparison with the value of other things, corn was not 
sold at a dearer price. If the produce was less, so was the population; the weakness of 
the demand compensated the feebleness of the supply." Vol. ii. 333. M. Say being 
impressed with the opinion that the price of commodities is regulated by the price of 
labour, and justly supposing that charitable institutions of all sorts tend to increase the 
population beyond what it otherwise would be, and therefore to lower wages, says, 
* | suspect that the cheapness of the goods which come from England is parti 
caused by the numerous charitable institutions which exist in that country." Vol. 
ii.277. This is a consistent opinion in one who maintains that wages regulate price. ` 
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capital, which pays no rent. Corn is not high because a rent is 
paid, but a rent is paid because corn is high; and it has been justly: 
observed, that no reduction would take place in the price of corn, 
although landlords should forego the whole of their rent. Such a 
measure would only enable some farmers to live like gentlemen, 
but would not diminish the quantity of labour necessary to raise 
raw produce on the least productive land in cultivation. 

Nothing is more common than to hear of the advantages which 
the land possesses over every other source of useful produce, on 
account of the surplus which it yields in the form of rent. Yet 
when land is most abundant, when most productive, and most 
fertile, it yields no rent; and it is only when its powers decay, and 
less is yielded in return for labour, that a share of the original 
produce of the more fertile portions is set apart for rent. It is. 
singular that this quality in the land, which should have been 
noticed as an imperfection, compared with the natural agents by 
which manufacturers are assisted, should have been pointed out as 
constituting its peculiar pre-eminence. If air, water, the elasticity 
of steam, and the pressure of the atmosphere, were of various quali- 
ties; if they could be appropriated, and each quality existed only 
in moderate abundance, they, as well as the Jand, would afford a 
rent, as the successive qualities were brought into use. With every 
worse quality employed, the value of the commodities in the manu- 
facture of which they were used, would rise, because equal quanti- 
ties of labour would be less productive. Man would do more by 
the sweat of his brow, and nature perform less ; and the land would 
be no longer pre-eminent for its limited powers. 

If the Surius produce which land affords in the form of rent be 
an advantage, it 1s desirable that, every year, the machinery newly 
constructed should be less efficient than the old, as that would. 
undoubtedly give a greater exchangeable value to the goods manu- 
factured, not only by that machinery but by all the other machinery 
in the kingdom ; and a rent would be paid to all those who possessed. 
the most productive machinery." 


* “In agriculture, too," says Adam Smith, “ nature labours along with man; and 
though her labour costs no expense, its produce has its value, as well as that of the. 
most expensive workman.” The labour of nature is paid, not because she does much, 
but because she does little. In proportion as she becomes niggardly in her gifts, she: 
exacts a greater price for her work. Where she is munificently beneficent, she always: 
works gratis. “ The labouring cattle employed in agriculture, not only occasion, like. 
the workmen in manufactures, the reproduction of a value equal to their own con- 
sumption, or to the capital which employs them, together with its owner's profits, but 
of a much greater value. Over and above the capital of the farmer and all its profits, 
they regularly occasion the reproduction of the rent of the landlord. This rent may. 
be considered as the produce of those powers of nature, the use of which the landlord 
lends to the farmer. It is greater or smaller according to the supposed extent of those: 
powers, or, in other words, according to the supposed natural or improved fertility of 
theland. It is the work of nature which remains, after deducting or compensating. 
every thing which can be regarded as the work of man. It is seldom less than a 
fourth, and frequently more than a third ofthe whole produce. No equal quantity of 
productive labour employed in manufactures, can ever occasion so great a reproduc-: 
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'The rise of rent is always the effect of the increasing wealth of 
the country, and of the difficulty of providing food for its augmented 
population. It is asymptom, but it is never a cause of wealth ; for 
wealth often increases most rapidly while rent is either stationary, 
or even falling. Rent increases most rapidly, as the disposable 
land decreases in its productive powers. Wealth increases most 
rapidly in those countries where the disposable land is most fertile, 
where importation is least restricted, and where, through agricul- 
tural improvements, productions can be multiplied without any 
increase in the proportional quantity of labour, and where conse- 
quently the progress of rent is slow. 

If the high price of corn were the effect, and not the cause of 
rent, price would be proportionally influenced as rents were high or 
low, and rent would be a component part of price. But that corn 
which is produced by the greatest quantity of labour is the regu- 
lator of the price of corn; and rent does not and cannot enter in 
the least degree as a component part of its price.” Adam Smith, 
therefore, cannot be correct in supposing that the original rule 
which regulated the exchangeable value of commodities, namely, 
the comparative quantity of labour by which they were produced, 
can be at all altered by the appropriation of land and the payment 
ofrent. Raw material enters into the composition of most com- 
modities, but the value of that raw material, as well as corn, is 
regulated by the productiveness of the portion of capital last 


tion. Jn them nature does nothing, man does all; and the reproduction must always be 
in proportion to the strength of the agents that occasion it. The capital employed in 
agriculture, therefore, not only puts into motion a greater quantity of productive 
labour than any equal capital employed in manufactures, but in proportion too, to the 
quantity of the productive labour which it employs, it adds & much greater value to 
the annual produce of the land and labour of the country, to the real wealth and 
revenue of its inhabitants. Of all the ways in which a capital can be employed, it is 
by far the most advantageous to the society."—Book IL. chap. v. p. 15. 

Does nature nothing for man in manufactures? Are the powers of wind and water, 
which move our machinery, and assist navigation, nothing ? The pressure of the 
&tmosphere and the elasticity of steam, which enable us to work the most stupendous 
nena are they not the gifts of nature? To say nothing of the effects of the matter 
of heat in softening and melting metals, of the decomposition of the atmosphere in the 
process of dyeing and fermentation. There is not a manufacture which can be men- 
tioned, in which nature does not give her assistance to man, and give it too, generously 
and gratuitously. i 

In remarking on the passage which I have copied from Adam Smith, Mr Buchanan 
observes, “ I have endeavoured to show, in the observations on productive and 
unproductive labour, contained in the fourth volume, that agriculture adds no more 
to the national stock than any other sort of industry. In dwelling on the reproduction 
of rent as so great an advantage to society, Dr Smith does not reflect that rent is the 
effect of high price, and that what the landlord gains in this way, he gains at the 
expense of the community at large. There is no absolute gain to the society by the 
reproduction of rent; it is only one class profiting at the expense of another class. 
The notion of agriculture yielding a produce, and a rent in consequence, because 
nature concurs with human industry in the process of cultivation, is a mere fancy. 
It is not from the produce, but from the price at which the produce is sold, that the 
rent is derived; and this price is got not because nature assists in the production, but 
because it is the price which suits the consumption to the supply. 

* The clearly understanding this principle is, I am persuaded, of the utmost import- 
ance to the science of political economy. 
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employed on the land, and paying no rent; and therefore rent is 
not a component p of the price of commodities. 

We have been hitherto considering the effects of the natural pro- 
ress of wealth and population on rent, in a country in which the 

fand ìs of variously productive powers; and we have seen, that 
with every portion of additional capital which it becomes necessary 
to employ on the land with a less productive return, rent would 
rise. It follows from the same principles, that any circumstances 
in the society which should make it unnecessary to employ the 
same amount of capital on the land, and which should therefore 
. make the portion last employed more productive, would lower rent. 
Any great reduction in the capital of a country, which should 
materially diminish the funds destined for the maintenance of labour, 
would naturally have this effect. Population regulates itself by the 
funds which are to employ it, and therefore always increases or 
diminishes with the increase or diminution of capital. Every re- 
duction of capital is therefore necessarily followed by a less 
effective demand for corn, by a fall of price, and by diminished cul- 
tivation. In the reverse order to that in which the accumulation 
of capital raises rent, will the diminution of it lower rent. Land 
of a less unproductive quality will be in succession relinquished, 
the exchangeable value of produce will fall, and land of a superior 
quality will be the land last cultivated, and that which will then 
pay no rent. 

The same effects may, however, be produced, when the wealth 
and population of a country are increased, if that increase is accom- 
panied by such marked improvements in agriculture, as shall have 
the same effect of diminishing the necessity of cultivating the poorer 
lands, or of expending the same amount of capital on the cultivation 
of the more fertile portions. 

If a million of quarters of corn be necessary for the support of a 
iven population, and it be raised on land of the qualities of 
o. 1, 2, 3; and if an improvement be afterwards discovered by 

which it can be raised on No. 1 and 2, without employing No. 3, 
it is evident that the immediate effect must be a fall of rent; for 
No. 2, instead of No. 3, will then be cultivated without paying any 
rent; and the rent of No. 1, instead of being the difference between 
the produce of No. 3 and No. 1, will be the difference only between 
No. 2 and 1. With the same population, and no more, there can 
be no demand for any additional quantity of corn; the capital and 
labour employed on No. 3 will be devoted to the production of 
other commodities desirable to the community, and can have no 
effect in raising rent, unless the raw material from which they are 
made cannot be obtained without employing capital less advanta- 
geously on the land, in which case No. 8 must again be cultivated. 

It is undoubtedly true, that the fall in the relative price of raw 
produce, in consequence of the improvement in agriculture, or rather 
in consequence of less labour being bestowed on its production, 
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would naturally lead to increased accumulation; for the profits of 
stock would be greatly augmented. This accumulation would lead 
to an increased demand for labour, to higher wages, to an increased 
pulation, to a further demand for raw produce, and to an 
increased cultivation. It is only, however, after the increase in the 
population, that rent would be as high as before; that is to say, 
after No. 3 was taken into cultivation. A considerable period 
would have elapsed, attended with a positive diminution of rent. 
But improvements in agriculture are of two kinds: those which 
increase the productive powers of the land, and those which enable 
us, by improving our machinery, to obtain its produce with less 
labour. They both lead to a fall in the price of raw produce ; they 
both affect rent, but they do not affect it equally. If they did not 
occasion a fall in the price of raw produce, they would not be 
improvements ; for it is the essential quality of an improvement to 
diminish the quantity of labour before required to produce a com- 
modity ; and this diminution cannot take place without a fall of 
its price or relative value. 
he improvements which increased the productive powers of the 
land, are such as the more skilful rotation of crops, or the better 
choice of manure. These improvements absolutely enable us to 
obtain the same produce from a smaller quantity of land. If, by the 
introduction of a course of turnips, I can feed my sheep besides 
raising my corn, the land on which the sheep were before fed 
becomes unnecessary, and the same quantity of raw produce is 
raised by the employment of a less quantity of land. If I discover 
a manure which will enable me to make a piece of land produce 20 
per cent. more corn, I may withdraw at least a portion of my 
capital from the most unproductive part of my farm. But, as I 
before observed, it is not necessary that land should be thrown out 
of cultivation in order to reduce rent: to produce this effect, it 1s 
sufficient that successive portions of capital are employed on the 
same land with different results, and that the portion which gives 
the least result should be withdrawn. If, by the introduction of 
the turnip husbandry, or by the use of a more invigorating manure, 
I can obtain the same produce with less capital, and without dis- 
turbing the difference between the productive powers of the 
successive portions of capital, I shall lower rent ; for a different and 
more productive portion will be that which will form the standard 
from which every other will be reckoned. If, for example, the suc- 
cessive portions of capital yielded 100, 90, 80, 70; whilst I 
employed these four portions, my rent would be 60, or the differ- 
ence between f | 


70 and 100 — 30 p^ 
70 and 90 = 20 80 
70 and 80 = 10; whilst the produce would be 340 70 


iod l 340 
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and while I employed these portions, the rent would remain the 
same, although the produce of each should have an equal augmen- 
tation. If, instead of 100, 90, 80, 70, the produce should be 
increased to 125, 115, 105, 95, the rent would still be 60, or the 
difference between 

95 and 125 = 30 


95 and 115 = 20 
95 and 105 = 10 


60 440 


But with such an increase of produce, without an increase of 
demand,* there could be no motive for employing so much capital 
on the land; one portion would be withdrawn, and consequently 
the last portion of capital would yield 105 instead of 95, and rent 
would fall to 30, or the difference between 

125 


105 and 125 = 20 | whilst the produce will be still 115 
105 and 115 = 10 | adequate to the wants of the 105 
— | population, for it would be 345 
30| quarters, or 345 


125 

115 

whilst the produce would be 105 
increased to 440 95 


the demand being only for 340 quarters.—But there are improve- 
ments which may lower the relative value of produce without 
lowering the corn rent, though they will lower the money rent of land. 
Such improvements do not increase the productive powers of the 
land ; but they enable us to obtain its produce with lesslabour. They 
are rather directed to the formation of the capital applied to the land, 
than to the cultivation of the land itself. Improvements in agricul- 
tural implements, such as the plough and the thrashing machine, 
economy in the use of horses employed in husbandry, and a better 
knowledge of the veterinary art, are of this nature. Less capital, 
which is the same thing as less labour, will be employed on the land ; 
but to obtain the same Ie less land cannot be cultivated. 
Whether improvements of this kind, however, affect corn rent, must 
depend on the question, whether the difference between the produce 
obtained by the employment of different portions of capital be 
increased, stationary, or diminished. If four portions of capital, 
50, 60, 70, 80, be employed on the land, giving each the same 
results, and any improvement in the formation of such capital 
should enable me to withdraw 5 from each, so that they should be 
45, 55, 65, and 75, no alteration would take place in the corn rent ; 
but if the improvements were such as to enable me to make the 
whole saving on that portion of capital, which is least productively 
employed, corn rent would immediately fall, because the difference 
between the capital most productive, and the capital least produc- 

* [ hope I am not understood as undervaluing the importance of all sorts of im- 
provements in agriculture to landlords—their immediate effect is to lower rent; but as 
they give a great stimulus to population, and at the same time enable us to cultivate 


poorer lands with less labour, they are ultimately of immense advantage to landlords. 
A period, however, must elapse, during which they are positively injurious to him. 
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tive, would be diminished ; and it is this difference which constitutes 
rent. 

Without multiplying instances, I hope enough has been said to 
ehow, that whatever diminishes the inequality in the produce 
obtained from successive portions of capital employed on the same 
or on new land, tends to lower rent; and that whatever increases 
that inequality, necessarily produces an opposite effect, and tends 
to raise it. 

In speaking of the rent of the landlord, we have rather considered 
it as the proportion of the produce, obtained with a given capital 
on any given farm, without any reference to its exchangeable value: 
but since the same cause, the difficulty of production, raises the 
exchangeable value of raw produce, and raises also the proportion 
of raw produce paid to the landlord for rent, it is obvious that the 
landlord is doubly benefited by difficulty of production. First, he 
obtains a greater share, and, secondly, the commodity in which he 
is paid is of greater value.* 


* To make this obvious, and to show the degrees in which corn and money rent will 
vary, let us suppose that the labour of ten men will, on land of a certain quality, obtain 
180 quarters of wheat, and its value to be 4/. per quarter, or 7207. ; and that the labour 
of ten additional men will, on the same or any other land, produce only 170 quarters 
in addition; wheat would rise from 44. to 4l. 4s. 8d. for 170 : 180 : : 4l. : 4l. 4s. 8d. ; or, 
as in the production of 170 quarters, the labour of 10 men is necessary in one case, and 
only of 9°44 in the other, the rise would be as 9°44 to 10, or as 4/ to 4l. 4s. 8d. 1f 10 
men be further employed, and the return be 


160 the price will rise to £4 10 0 
150 . ‘ à 416 0 
140 : : . 5 210 m 


Now, if no rent was paid for the land which yielded 180 quarters, when corn was at 
4l. per quarter, the value of 10 quarters would be paid as rent when only 170 could be 
procured, which, at 4/. 4s. 8d. would be 42/. 7s. 6d. 


20 quarters when 160 were produced, which at £4 10 O would be £90 0 O 
30 quarters . 150 . . . . . . ... 416 0 ... 144 0 0 


40 quarters . 140 € 5 210 .. . 20513 4 
100 100 
Corn rent would increase in the ) 200 ( and money rent in the ) 212 
proportion of 300 proportion of 340 


400 485 
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CHAPTER III. 


ON THE RENT OF MINES. 


THE metals, like other things, are obtained by labour. Nature, 
indeed, produces them; but it is the labour of man which extracts 
them from the bowels of the earth, and prepares them for our 
service. 

Mines, as well as land, generally pay a rent to their owner; and 
this rent, as well as the rent of land, is the effect, and never the 
cause of the high value of their produce. 

If there were abundance of equally fertile mines, which any one 
might appropriate, they could yield no rent; the value of their 
produce would depend on the quantity of labour necessary to 
extract the metal from the mine and bring it to market. 

But there are mines of various qualities, affording very different 
results, with equal quantities of labour. The metal produced from 
the poorest mine that is worked, must at least have an exchangeable 
value, not only sufficient to procure all the clothes, food, and other 
necessaries consumed by those employed in working it, and bringing 
the produce to market, but also to afford the common and ordinary 
profits to him who advances the stock necessary to carry on the 
undertaking. The return for capital from the poorest mine paying 
no rent, would regulate the rent of all the other more productive 
mines. This mine is supposed to yield the usual profits of stock. 
All that the other mines produce more than this, will necessarily 
be paid to the owners for rent. Since this principle is precisel 
the same as that which we have already laid down respecting land, 
it will not be necessary further to enlarge on it. 

It will be sufficient to remark, that the same general rule which 
regulates the value of raw produce and manufactured commodities, 
is applicable also to the metals; their value depending not on the 
rate of profits, nor on the rate of wages, nor on the rent paid for 
mines, but on the total quantity of labour necessary to obtain the 
metal, and to bring it to market. 

Like every other commodity, the value of the metals is subject 
to variation. Improvements may be made in the implements and 
machinery used in mining, which may considerably pipi d labour ; 
new and more productive mines may be discovered, in which, with 
the same labour, more metal may be obtained; or the facilities of 
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bringing it to market may be increased. In either of these cases 
the metals would fall in value, and would therefore exchange for 
a less quantity of other things. On the other hand, from the in- 
creasing difficulty of obtaining the metal, occasioned by the greater ^ 
depth at which the mine must be worked, and the accumulation of 
water, or any other contingency, its value compared with that of 
other things, might be considerably increased. 

It has therefore been justly observed, that however honestly the 
coin of a country may conform to its standard, money made of gold 
and silver is still liable to fluctuations in value, not only to acci- 
dental and temporary, but to permanent and natural variations, in 
the same manner as other commodities. 

- By the discovery of America, and the rich mines in which it 
abounds, a very great effect was produced on the natural price of 
the precious metals. "This effect is by many supposed not yet to 
have terminated. It 1s probable, however, that all the effects on 
the value of the metals, resulting from the discovery of America 
have long ceased; and if any fall has of late years taken place in 
their value, it is to be attributed to improvements in the mode of 
working the mines. | 

From whatever cause it may have proceeded, the effect has been 
so slow and gradual, that little practical inconvenience has been 
felt from gold and eilver being the general medium in which the 
value of all other things is estimated. Though undoubtedly a 
variable measure of value, there is probably no commodity subject 
to fewer variations. This and the other advantages which these 
metals possess, such as their hardness, their malleabilty, their divi- 
sibility, and many more, have justly secured the preference every 
where given to them, as a standard for the money of civilized 
countries. 

If equal quantities of labour, with equal quantities of fixed capital, 
could at all times obtain, from that mine which paid no rent, 
equal quantities of gold, gold would be as nearly an invariable 
measure of value, as we could in the nature of things possess. The 
quantity indeed would enlarge with the demand, but its value 
would be invariable, and it would be eminently well calculated to 
measure the varying value of all other things. I have already in 
& former part of this work considered gold as endowed with this 
uniformity, and in the following chapter shall continue the supposi- 
tion. In speaking therefore of varying price, the variation will be 
always considered as being in the commodity, and never in the 
medium in which it is estimated. 
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: CHAPTER IV. 


ON NATURAL AND MARKET PRICE. 


In making labour the foundation of the value of commodities, and 
the comparative quantity of labour which is necessary to their 
production, the rule which determines the respective quantities of 
poon which shall be given in exchange for each other, we must not 

e supposed to deny the accidental and temporary deviations of the 
actual or market price of commodities from this, their primary and 
natural price. 

In the ordinary course of events, there is no commodity which 
continues for any length of time to be supplied precisely in that 
degree of abundance, which the wants and wishes of mankind 
require, and therefore there 1s none which is not subject to acci- 
dental and temporary variations of price. 

It is only in consequence of such variations, that capital is 
apportioned precisely, in the requisite abundance and no more, to 
the production of the different commodities which happen to be in 
demand. With the rise or fall of price, profits are elevated above, 
or depressed below, their general level; and capital is either encour- 
aged to enter into, oris warned to depart from, the particular employ- 
ment in which the variation has taken place. 

Whilst every man is free to employ his capital where he pleases, 
he will naturally seek for it that employment which is most advan- 
tageous; he will naturally he dissatisfied with a profit of 10 per cent., 
if by removing his capital he can obtain a profit of 15 per cent. 
This restless desire on the part of all the employers of stock, to 
quit a less profitable for a more advantageous business, has a 
strong tendency to equalize the rate of profits of all, or to fix 
them in such proportions as may, in the estimation of the parties, 
compensate for any advantage which one may have, or may appear 
to have, over the other. It is perhaps very difficult to trace the 
steps by which this change is effected : it is probably effected, by 
a manufacturer not absolutely changing his employment, but only 
lessening the quantity of capital he has in that employment. In 
all rich countries, there is a number of men forming what is called 
the monied class; these men are engaged in no trade, but live on 
the interest of their money, which is employed in discounting bills, 
or in loans to the more industrious part of the community. The 
bankers too employ a large capital on the same objects. The capital 
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so employed forms a circulating capital of a large amount, and is 
employed, in larger or smaller proportions, by all the different 
trades of a country. There is perhaps no manufacturer, however 
rich, who limits his business to the extent that his own funds alone 
wil allow: he has always some portion of this floating capital, 
increasing or diminishing according to the activity of the demand 
for his commodities. When the demand for silks increases, and 
that for cloth diminishes, the clothier does not remove with his 
capital to the silk trade, but he dismisses some of his workmen, he 
discontinues his demand for the loan from bankers and monied men; 
while the case of the silk manufacturer is the reverse: he wishes 
to employ more workmen, and thus his motive for borrowing is 
increased ; he borrows more, and thus capital is transferred from 
one employment to another, without the necessity of a manufac- 
turer discontinuing his usual occupation. When we look to the 
markets of a large town, and observe how regularly they are 
supplied both with home and foreign commodities, in the quantity 
in which they are required, under all the circumstances of varying 
demand, arising from the caprice of taste, or a change in the amount 
of population, without often producing either the effects of a glut 
from a too abundant supply, or an enormously high price from the 
supply being unequal to the demand, we must confess that the 
principle which apportions capital to each trade in the precise 
amount that it is required, is more active than is generally supposed. 

A capitalist, in seeking profitable employment for his funds, will 
naturally take into consideration all the advantages which one 
occupation possesses over another. He may therefore be willing 
to forego a part of his money profit, in consideration of the security, 
cleanliness, ease, or any other real or fancied advantage which one 
employment may possess over another. 

If from a consideration of these circumstances, the profits of stock 
should be so adjusted, that in one trade they were 20, in another 
25, and in another 30 per cent., they would probably continue per- 
manently with that relative difference, and with that difference only; 
for if any cause should elevate the profits of one of these trades 10 
per cent., either these profits would be temporary, and would soon 

in fall back to their usual station, or the profits of the others 
would be elevated in the same proportion. 

The present time QU fing: to be one of the exceptions to the just- 
ness of this remark. ‘The termination of the war has so deran 
the division which before existed of employments in Europe, that 
every capitalist has not yet found his place in the new division 
which has now become necessary. 

Let us suppose that all commodities are at their natural price, 
and consequently that the profits of capital in all employments are 
exactly at the same rate, or differ only so much as, in the estimation 
of the parties, is equivalent to any real or fancied advantage which 
they possess or forego. Suppose now that a change of fashion 
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should increase the demand for silks, and lessen that for woollens ; 
their natural price, the quantity of labour necessary to their pro- 
duction, would continue unaltered, but the market price of silks 
would rise, and that of woollens would fall; and consequently the 
profits of the silk manufacturer would be above, whilst those of the 
woollen manufacturer would be below, the general and adjusted rate 
of profits. Not only the profits, but the wages of the workmen, 
would be affected in these employments. This increased demand 
for silks would, however, soon be supplied, by the transference of 
capital and labour from the woollen to the silk manufacture; when 
the market prices of silks and woollens would again approach their 
natural prices, and then the usual profits would be obtained by the 
respective manufacturers of those commodities. 

t is then the desire, which every capitalist has, of diverting his e 
funds from a less to a more profitable employment, that prevents 
the market price of commodities from continuing for any length of 
time either much above, or much below their natural price. It is 
this competition which so adjusts the changeable value of commo- 
dities, that after paying the wages for the labour necessary to their 
production, and all other expenses required to put the capital em- 
ployed in its original state of efficiency, the remaining value or 
overplus will in each trade be in proportion to the value of the 
capital employed. 

In the 7th chap. of the Wealth of Nations, all that concerns this 
question is most ably treated. Having fully acknowledged the 
temporary effects which, in puru employments of capital, may 
be produced on the prices of commodities, as well as on the wages 
of labour, and the profits of stock, by accidental causes, without 
influencing the general price of commodities, wages, or profits, since 
these effects are equally operative in all stages of society, we will 
leave them entirely out of our consideration, whilst we are treatin 
of the laws which regulate natural prices, natural wages, and istos 
profits, effects totally independent of these accidental causes. In 
speaking, then, of the exchangeable value of commodities, or the 
power of purchasing possessed p any one commodity, I mean always 
that power which it would possess, if not disturbed by any tempo- 
rary or accidental cause, and which is its natural price. 
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CHAPTER V. 


— ee ———— 


ON WAGES. 


LABOUR, like all other things which are purchased and sold, and 

e which may be increased or diminished in quantity, has its natural 
and its market price. The natural price of labour is that price 
which is necessary to enable the labourers, one with another, to 
subsist and to perpetuate their race, without either increase or 
diminution. 

The power of the labourer to support himself, and the family 
which may be necessary to keep up ihe number of labourers, does 
not depend on the quantity of money which he may receive for 
wages, but on the quantity of food, necessaries, and conveniences 
become essential to him from habit, which that money will purchase. 
The natural price of labour, therefore, depends on the price of the 
food, necessaries, and conveniences required for the support of the 
labourer and his family. "With a rise in the price of food and 
necessaries, the natural price of labour will rise; with the fall in 
their price, the natural price of labour will fall. 

With the progress of society the natural price of labour has always 
a tendency to rise, because one of the principal commodities by 
which its natural price is regulated, has a tendency to become dearer, 
from the greater difficulty of producing it. As, however, the 
improvements in agriculture, the discovery of new markets, whence 
provisions may be imported, may for a time counteract the tendency 
to a rise in the price of necessaries, and may even occasion their 
natural price to fall, so will the same causes produce the corre- 
spondent effects on the natural price of labour. | 

The natural price of all commodities, excepting raw produce and 
labour, has a tendency to fall, in the progress of wealth and popu- 
lation; for though, on one hand, they are enhanced in real value, 
from the rise in the natural price of the raw material of which they 
are made, this is more than counterbalanced by the improvements 
in machinery, by the better division and distribution of labour, and 
by the increasing skill, both in science and art, of the producers. 

The market price of labour is the price which is really paid for it, 
from the natural operation of the proportion of the supply to the 
demand; labour is dear when it is scarce, and cheap when it is 
plentiful. However much the market price of labour may deviate 
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from its natural price, it has, like commodities, a tendency to con- 
form to it. 

It is when the market price of labour exceeds its natural price, 
that the condition of the labourer is flourishing and happy, that he 
has it in his power to command a greater proportion of the neces- 
saries and enjoyments of life, and therefore to rear a healthy and 
numerous family. When, however, by the encouragement which 
high wages give to the increase of population, the number of 
labourers is increased, wages again fall to their natural price, and 
indeed from a reaction sometimes fall below it. 

When the market price of labour is below its natural price, the 
condition of the labourers is most wretched : then poverty deprives 
them of those comforts which custom renders solate necessaries. 
It is only after their privations have reduced their number, or the : 
demand for labour has increased, that the market price of labour 
will rise to its natural price, and that the labourer will have the 
moderate comforts which the natural rate of wages will afford. 

Notwithstanding the tendency of wages to conform to their 
natural rate, their market rate may, in an improving society, for an 
indefinite period, be constantly a Lae it; for no sooner may the 
impulse, which an increased capital gives to a new demand for 
labour, be obeyed, than another increase of capital may produce the 
same effect ; and thus, if the increase of capital be gradual and con- 
stant, the demand for labour may give a continued stimulus to an 
increase of people. 

Capital is that part of the wealth of a country which is employed 
in production, and consists of food, clothing, tools, raw materials, 
machinery, &c., necessary to give effect to labour. 

Capital may increase in quantity at the same time that its value 
rises. An addition may be made to the food and clothing of a 
country, at the same time that more labour may be required to 
produce the additional quantity than before; in that case not only 
the quantity, but the value of capital will rise. 

Or capital may increase without its value increasing, and even 
while its value is actually diminishing ; not only may an addition 
be made to the food and clothing of a country, but the addition may 
be made by the aid of machinery, without any increase, and even 
with an absolute diminution in the proportional quantity of labour 
required to produce them. The quantity of capital may increase, 
while neither the whole together, nor any part of it singly, will have 
a greater value than before, but may actually have a less. 

n the first case, the natural price of labour, which always depends 
on the price of food, clothing, and other necessaries, will rise; in 
the second, it will remain stationary, or fall; but in both cases the 
market rate of wages will rise, for in proportion to the increase of 
capital will be the increase in the demand for labour ; in proportion 
P the work to be done will be the demand for those who are to 

o it. 
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In both cases, too, the market price of labour will rise above ita 
natural price; and in both cases it will have a tendency to conform 
to its natural price, but in the first case this agreement will be most 
speedily effected. The situation of the labourer will be improved, 
but not much improved ; for the increased price of food and neces- 
saries will absorb a large portion of his increased wages; conse- 
quently a small supply of labour, or a trifling increase in the popu- 
lation, will soon reduce the market price to the then increased 
natural price of labour. 

In the second case, the condition of the labourer will be very 
greatly improved ; he will receive increased money wages, without 
having to pay any increased price, and perhaps even a diminished 

rice for the commodities which he and his family consume; and 
it will not be till after a great addition has been made to the popu- 
lation, that the market price of labour will again sink to its then 
low and reduced natural price. 

Thus, then, with every improvement of society, with every in- 
crease in its capital, the market wages of labour will rise; but the 
permanence of their rise will depend on the question, whether the 
natural,price of labour has also risen ; and this again will depend 
on the rise in the natural price of those necessaries on which the 
wages of labour are expended. 

It is not to be understood that the natural price of labour, esti- 
mated even in food and necessaries, is absolutely fixed and constant. 
It varies at different times in the same country, and very materially 
differs in different countries.* It essentially depends on the habits 
and customs of the people. An English labourer would consider 
his wages under their natural rate, and too scanty to support a 
family, if they enabled him to pürchase no other food than potatoes, 
and to live in no better habitation than a mud cabin; yet these 
moderate demands of nature are often deemed sufficient in countries 
where “ man's life is cheap,” and his wants easily satisfied. Many 
of the conveniences now enjoyed in an English cottage, would have 
been thought luxuries at an earlier period of our history. 

From manufactured commodities always falling, and raw produce 
always rising, with the progress of society, such a disproportion in 
their relative value is at length created, that in rich countries & 
labourer, by the sacrifice of a very small quantity only of his food, 
is able to provide liberally for all his other wants. 

Independently of the variations in the value of money, which 
necessarily affect money wages, but which we have here supposed 


* “The shelter and the clothing which are indispensable in one country may be no 
way necessary in another; and a labourer in Hindostan may continue to work with 
perfect vigour, though receiving, as his natural wages, only such a supply of covering 
as would be insufficient to preserve a labourer in Russia from perishing. Even in 
countries situated in the same climate, different habits of living will often occasion 
variations in the natural price of labour, as considerable as those which are produced 
by natural causes."—P. 68. An Essay on the External Corn Trade, by R. Torrens, Esq. 

The whole of this subject is most ably illustrated by Colonel Torrens. 
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to have no operation, as we have considered money to be uniformly 
of the same value, it appears then that wages are subject to a rise 
or fall from two causes :— 

1st, The supply and demand of lgpourers. 

2dly, The price of the commodities on which the wages of labour 
are expended. 

In different stages of society, the accumulation of capital, or of 
the means of employing labour, is more or less rapid, and must in 
all cases depend on the productive powers of labour. The produc- 
tive powers of labour are generally greatest when there is an abun- 
dance of fertile land: at such periods accumulation is often so 
rapid, that labourers cannot be supplied with the same rapidity as 
capital. 

It has been calculated, that under favourable circumstances popu- 
lation may be doubled in twenty-five years; but under the same 
favourable circumstances the whole capital of a country might pos- 
sibly be doubled in a shorter period. In that case, wages during 
the whole period would have a tendency to rise, because the 
demand for labour would increase still faster than the supply. 

In new settlements, where the arts and knowledge of countries 
far advanced in refinement are introduced, it is probable that capital 
has a tendency to increase faster than mankind; and if the defi- 
ciency of labourers were not supplied by more populous countries, 
this tendency would very much raise the price of labour. In pro- 
portion as these countries become populous, and land of a worse 
quality is taken into cultivation, the tendency to an increase of 
capital diminishes ; for the surplus produce remaining, after satis- 
fying the wants of the existing population, must necessarily be in 
proportion to the facility of production, viz. to the smaller number 
of persons employed in production. Although, then, it is probable, 
that under the most favourable circumstances, the power of pro- 
duction is still greater than that of population, it will not long con- 
tinue so; for the land being limited in quantity, and differing in 
quality, with every increased portion of capital employed on it, 
there will be a decreased rate of production, whilst the power of 
population continues always the same. 

In those countries where there is abundance of fertile land, but 
where, from the ignorance, indolence, and barbarism of the inhabi- 
tants, they are exposed to all the evils of want and famine, and 
where it has been said that population presses against the means of 
subsistence, a very different remedy should be sprue’ from that 
which is necessary in long settled countries, where, from the dimin- 
ishing rate of the supply of raw produce, all the evils of a crowded 
population are experienced. In the one case, the evil proceeds 
from bad government, from the insecurity of property, and from a 
want of education in all ranks of the people. To be made happier 
they require only to be better governed and instructed, as the aug- 
mentation of capital, beyond the augmentation of people, would be 
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the inevitable result. No increase in the population can be too 
great, as the powers of production are still greater. In the other 
case, the population increases faster than the funds required for its 
support. Every exertion of ggdustry, unless accompanied by a 
diminished rate of increase in the population, will add to the evil, 
for production cannot keep pace with it. 

With a population pressing against the means of subsistence, 
the only remedies are either a reduction of people, or a more rapid 
accumulation of capital. In rich countries, where all the fertile 
land is already cultivated, the latter remedy is neither very prac- 
ticable nor very desirable, because its effect would be, if pushed 
very far, to render all classes equally poor. But in poor countries, . 
where there are abundant means of production in store, from fertile 
land not yet brought into cultivation, it is the only safe and effica- 
cious means of removing the evil, particularly as its effect would be 
to elevate all classes of the people. 

The friends of humanity cannot but wish that in all countries the 
labouring classes should have a taste for comforts and enjoyments, 
and that they should be stimulated by all legal means in their 
exertions to procure them. There cannot be a better security 
against a superabundant population. In those countries, where 
the labouring classes have the fewest wants, and are contented 
with the cheapest food, the people are exposed to the greatest 
vicissitudes and miseries. They have no place of refuge from 
calamity ; they cannot seek safety in a lower station; they are 
already so low, that they can fall no lower. On any deficiency of 
the chief article of their subsistence, there are few substitutes of 
which they can avail themselves, and dearth to them is attended 
with almost all the evils of famine. 

In the natural advance of society, the wages of labour will have 
a tendency to fall, as far as they are regulated by supply and 
demand ; for the supply of labourers will continue to increase at 
the same rate, whilst the demand for them will increase at a slower 
rate. If, for instance, wages were regulated by a yearly increase 
of capital, at the rate of 2 per cent., they would fall when it accu- 
mulated only at the rate of 14 per cent. They would fall still 
lower when 1t increased only at the rate of 1, or 4 per cent., and 
would continue to do so until the capital became stationary, when 
wages also would become stationary, and be only sufficient to keep 
up the numbers of the actual population. I say that, under these 
circumstances, wages would fall, if they were regulated only by the 
supply and demand of labourers; but we must not forget that 
wages are also regulated by the prices of the commodities on which 
a | are expended. 

s population increases, these necessaries will be constantly 
rising in price, because more labour will be necessary to produce 
them. If, then, the money wages of labour should fall, whilst 
every commodity on which the wages of labour were expended 
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rose, the labourer would be doubly affected, and would be soon 
totally deprived of subsistence. Instead, therefore, of the money 
bd of labour falling, they would rise; but they would not rise 
sufficiently to enable the labourer to purchase as many comforts 
and necessaries as he did before the rise in the price of those com- 
modities. If his annual wages were before 24l., or six quarters of 
corn when the price was 4/. per quarter, he would probably receive 
only the value of five quarters when corn rose to 5l. per quarter. 
But five quarters would cost 25/.; he would, therefore, receive an 
addition in his money wages, though with that addition he would 
be unable to furnish himself with the same quantity of corn and 
other commodities which he had before consumed in his family. 

Notwithstanding, then, that the labourer would be really worse 
paid, yet this increase in his wages would necessarily diminish the 
profits of the manufacturer ; for his goods would sell at no higher 
price, and yet the expense of producing them would be increased. 
This, however, will be considered in our examination into the 
principles which regulate profits. 

It appears, then, that the same cause which raises rent, namely, 
the increasing difficulty of providing an additional quantity of food 
with the same proportional quantity of labour, will Mec raise 
wages; and therefore, if money be of an unvarying value, both 
rent and wages will have a tendency to rise with the progress of 
wealth and population. | 

But there is this essential difference between the rise of rent and 
the rise of wages. The rise in the money value of rent is accom- 
panied by an increased share of the produce ; not only is the land- 
lord's money rent greater, but his corn rent also; he will have 
more corn, and each defined measure of that corn will exchange for 

& greater quantity of all other goods which have not been raised in 
. value. The fate of the labourer will be less happy ; he will receive 
more money wages, it is true, but his corn wages will be reduced ; 
and not only his command of corn, but his general condition will 
be deteriorated, by his finding it more difficult to maintain the 
market rate of wages above their natural rate. While the price of 
corn rises 10 per cent. wages will always rise less than 10 per 
cent., but rent will always rise more; the condition of the labourer 
will generally decline, and that of the landlord will always be 
improved. 

When wheat was at 4l. per quarter, suppose the labourer's wages 
to be 24/. per annum, or the value of six quarters of wheat, and 
suppose half his wages to be expended on wheat, and the other 
half. or 124, on other things. He would receive | 

24l. 14s. 4l. 4s. 8d. 5.83 quarters. 

2 Sh when wheat was at E i or the value of in Dali 

271. 8s. 6d. 5/. 2s. 10d. 5.33 quarters. 


He would receive these wages to enable him to live just as well, 
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and no better, than before; for when corn was at 4l. per quarter, 
he would expend for three quarters o of Vus at 4l. ES i . 121. 


and on other things . . . . 121. 
24l. 
When wheat was 4l. 4s. 8d., three paner bags. he and his 
family consumed, would cost him . 127. 14s. 
other things not altered in price . . . . .« . « + LBL 
24l. 14s 
When at 4/. 10s., three la of ee Hasan cost . 13l. 10s. 
and other things be te . 121. 
251. 108 
When at 4/. 16s., aree quac ie wheat . . . . . IML 8s. 
other things i i geo oe Se oh ZE 
26i. 8s 
When at 5/. 2s. Hs three qe s ip pou cost 15l 8s. 6d. 
other things  . 121. 
271. 8s. 6d. 


In proportion as corn became dear, he would receive less corn 
wages, but his money wages would always increase, whilst his 
enjoyments, on the above supposition, would be precisely the same. 
But as other commodities would be raised in price in proportion as 
raw produce entered into their composition, he would hate more to 
pay or some of them. Although his tea, sugar, soap, candles, and 

ouse rent, would probably be no dearer, he would pay more for 
his bacon, cheese, butter, linen, shoes, and cloth; and therefore, 
even with the above increase of wages, his situation would be com- 
paratively worse. But it may be said that I have been considering 
the effect of wages on price, on the supposition that gold, or the 
metal from which money is made, is the produce of the country in 
which wages varied ; and that the consequences which I have 
deduced agree little with the actual state of things, because gold is 
a metal of i foreign production. The circumstance, however, of gold 
being a foreign production, will not invalidate the truth of the 
argument, because it may be shown, that whether it were found at 
home, or were imported from abroad, the effects ultimately, and, 
indeed, immediately, would be the same. 

When wages rise, it is generally because the increase of wealth 
and capital have occasioned a new demand for labour, which ss 
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infalhbly be attended with an increased production of commo- 
dities. To circulate these additional commodities, even at the 
same prices as before, more money is required, more of this forei 
commodity from which money is made, and which can only p: 
obtained by importation. Whenever a commodity is required in 
greater abundance than before, its relative value rises compara- 
tively with those commodities with which its purchase is made. If 
more hats were wanted, their price would rise, and more gold 
would be given for them. If more gold were required, gold would 
rise, and hats would fall in price, as a greater quantity of hats and 
of all other things would then be necessary to purchase the same 
quantity of gold. But in the case supposed, to say that commo- 
dities will rise, because wages rise, is to affirm a positive contra- 
diction; for we, first, say that gold will rise in relative value in 
consequence of demand, and, secondly, that it will fall in relative 
value because prices will rise, two effects which are totally incom- 
patible with each other. To say that commodities are raised in 
price, is the same thing as to say that money is lowered in relative 
value; for it is by commodities that the relative value of gold is 
estimated. If, then, all commodities rose in price, gold could not 
come from abroad to purchase those dear commodities, but it would 
go from home to be employed with advantage in purchasing the 
comparatively cheaper foreign commodities. It appears, then, that 
the rise of wages will not raise the prices of commodities, whether 
the metal from which money is made be produced at home or in a 
foreign country. All commodities cannot rise at the same time 
without an addition to the quantity of money. This addition 
could not be obtained at home, as we have already shown ; nor 
could it be imported from abroad. To purchase any additional 
quantity of me from abroad, commodities at home must be cheap, 
not dear. The importation of gold, and a rise in the price of all 
home-made commodities with which gold is purchased or paid for, 
are effects absolutely incompatible. The extensive use of paper 
money does not alter this question, for paper money conforms, or 
ought to conform, to the value of gold, and therefore its value is 
vr E by such causes only as influence the value of that 
metal. 

These, then, are the laws by which wages are regulated, and by 
which the happiness of far the greatest part of every community 1s 
governed. Like all other contracts, wages should be left to the 
fair and free competition of the market, and should never be con- 
trolled by the interference of the legislature. 

The clear and direct tendency of the poor laws is in direct 
opposition to these obvious principles: it is not, as the legislature 
benevolently intended, to amend the condition of the poor, but to 
deteriorate the condition of both poor and rich ; instead of makin 
the poor rich, they are calculated to make the rich poor; ind 
whilst the present laws are in force, it is quite in the natural order 
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of things that the fund for the maintenance of the poor should pro- 
gressively increase till it has absorbed all the net revenue of the 
country, or at least so much of it as the state shall leave to us, after 
satisfying its own never-failing demands for the public expen- 
diture.* 

This pernicious tendency of these laws is no longer a mystery, 
since it has been fully developed by the able hand of Mr Malthus ; 
and every-friend to the poor must ardently wish for their abolition. 
Unfortunately, however, they have been so long established, and 
the habits of the poor have been so formed upon their operation, 
that to eradicate them with safety from our political system, 
requires the most cautious and skilful management. It is agreed 
by all who are most friendly to a repeal of these laws, that if it be 
desirable to prevent the most overwhelming distress to those for 
whose benefit they were erroneously enacted, their abolition should 
be effected by the most gradual steps. 

It is a truth which admits not a doubt, that the comforts and 
well-being of the poor cannot be permanently secured without some 
regard on their part, or some effort on the part of the legislature, 
to regulate the increase of their numbers, and to render less frequent 
among them early and improvident marriages. The operation of 
the system of poor laws has been directly contrary to this. They 
have rendered restraint superfluous, and have invited imprudence, 
by offering it a portion of the wages of prudence and industry. ft 

The nature of the evil points out the remedy. By gradually 
contracting the sphere of the poor laws; by impressing on the 
poe the value of independence, by teaching them that they must 
ook not to systematic or casual charity, but to their own exertions 
for support, that prudence and fore-thought are neither unnecessary 
nor unprofitable virtues, we shall by degrees approach a sounder 
and more healthful state. 

No scheme for the amendment of the poor laws merits the least 
attention, which has not their abolition for its ultimate object ; and 
he is the best friend to the poor, and to the cause of humanity, who 


* With Mr Buchanan, in the following passage, if it refers to temporary states of 
misery, I so far agree, that “ the great evil of the labonrer’s condition is poverty, arising 
either from a scarcity of food or of work ; and in all countries, laws without number 
have been enacted for his relief. But there are miseries in the social state which legis- 
lation cannot relieve ; and it is useful therefore to know its limits, that we may not, 
hy aiming at what is impracticable, miss the good which is really in our power."— 

uchanan, p. 61. 

t The progress of knowledge manifested upon this subject in the House of Commons 
since 1796, has happily not been very small, as may be seen by contrasting the late 
report of the committee on the poor laws, and the following sentiments of Mr Pitt, in 
that year:—** Let us," said he, “make relief in cases where there are a number of 
children a matter of right and honour, instead of a ground of opprobrium and con- 
tempt. This will make a large family a blessing. and not a curse; and this will draw 
a proper line of distinction between those who are able to provide for themselves by 
their labour, and those who, after having enriched their country with a number of 
children, have a claim upon its assistance for support” —ansards Parliamentary 
Jlistory, vol. xxxii. p. 710. 
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can point out how this end can be attained with the most security, 
and at the same time with the least violence. It is not by raising 
in any manner different from the present, the fund from which the 
poor are supported, that the evil can be mitigated. It would not 
only be no improvement, but it would be an aggravation of the 
distress which we wish to see removed, if the fund were increased 
in amount, or were levied according to some late proposals, as a 
general fund from the country at large. The present mode of its 
collection and application has served to mitigate its pernicious effects. 
Each parish raises a separate fund for the support of its own poor. 
Hence it becomes an object of more interest indi more practicability 
to keep the rates low, than if one general fund were raised for the 
relief of the poor of the whole kingdom. A parish is much more 
interested in an economical collection of the rate, and a sparing dis- 
tribution of relief, when the whole saving will be for its own benefit, 
than if hundreds of other parishes were to partake of it. 

It is to this cause, that we must ascribe the fact of the poor laws 
not having yet absorbed all the net revenue of the country ; it is 
to the rigour with which they are applied, that we are indebted for 
their not having become overwhelmingly oppressive. If by law 
every human being wanting support could be sure to obtain it, and 
obtain it in such a degree as to make life tolerably- comfortable, 
theory would lead us to expect that all other taxes together would 
be light compared with the single one of poor rates. The principle 
of gravitation is not more certain than the tendency of such laws 
to change wealth and power into misery and weakness; to call 
away the exertions of labour from every objects except that of pro- 
viding mere subsistence; to confound all intellectual distinction ; 
to busy the mind continually in supplying the body’s wants; until 
at last all classes should be infected with the plague of universal 
poverty. Happily these laws have been in operation during a period 
of progressive prosperity, when the funds for the maintenance of 
labour have regularly increased, and when an increase of population 
would be naturally called for. But if our progress should become 
more slow; if we should attain the stationary state, from which I 
trust we are yet far distant, then will the pernicious nature of these 
laws become more manifest and alarming ; and then, too, will their 
removal be obstructed by many additional difficulties. 
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CHAPTER VL 


ON PROFITS. 


THE profits of stock, in different employments, having been shown 
to bear a proportion to each other, and to have a tendency to vary 
all in the same degree and in the same direction, it remains for us 
to consider what is the cause of the permanent variations in the 
rate of profit, and the consequent permanent alterations in the rate 
of interest. 

We have seen that the price* of corn is regulated by the quantity 
of labour necessary to produce it, with that portion of capital which 
pays no rent. We have seen, too, that all manufactured commo- 
dities rise and fall in price, in proportion as more or less labour 
becomes necessary to their production. Neither the farmer who 
cultivates that quantity of land, which regulates price, nor the 
manufacturer, who manufactures goods, sacrifice any portion of the 

roduce for rent. The whole value of their commodities is divided 
into two portions only: one constitutes the profits of stock, the 
other the wages of labour. 

Supposing corn and manufactured goods always to sell at the same 
price, profits would be high or low in proportion as wages were low 
or high. But suppose corn to rise in price because more labour is 
necessary to produce it; that cause will not raise the price of manu- 
factured goods in the production of which no additional quantity of 
labour is required. If, then, wages continued the same, the profits 
of manufacturers would remain the same; but if, as is absolutely 
certain, wages should rise with the rise of corn, then their profits 
would necessarily fall. . 

If a manufacturer always sold his goods for the same money, for 
10007, for example, his profits would depend on the price of the 
labour necessary to manufacture those goods. His profits would 
be less when wages amounted to 8007. than when he paid only 6000. 
In proportion then as wages rose, would profits fall. But if the 


* The reader is desired to bear in mind, that for the purpose of making the subject 
more clear, I consider money to be invariable in value, and therefore every variation 
of price to be referable to an alteration in the value of the commodity. 
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price of raw produce would increase, it may be asked, whether the 
farmer at least would not have the same rate of profits, although 
he should pay an additional sum for wages? Certainly not: for 
he will not only have to pay, in common with the manufacturer, an 
increase of wages to each labourer he employs, but he will be 
obliged either to pay rent, or to employ an additional number of 
labourers to obtain the same produce; and the rise in the price 
of raw produce will be proportioned only to that rent, or that 
additional number, and will not compensate him for the rise of 
wages. 

If both the manufacturer and farmer employed ten men, on wages, 
rising from 24/. to 25l. per annum per man, the whole sum paid by 
each would be 250/. instead of 240/. This is, however, the whole 
addition that would be paid by the manufacturer to obtain the same 
quantity of commodities ; but the farmer on new land would pro- 
bably be obliged to employ an additional man, and therefore to pay 
an additional sum of 25/. for wages; and the farmer on the old land 
would be obliged to pay precisely the same additional sum of 25l. 
for rent; without which additional labour, corn would not have 
risen, nor rent have been increased. One will therefore have to 
pay 275. for wages alone, the other, for wages and rent together ; 
each 25/. more than the manufacturer: for this latter 254. the 
farmer is compensated by the addition to the price of raw produce, 
and therefore his profits still conform to the profits of the manu- 
facturer. As this proposition is important, I will endeavour still 
further to elucidate it. 

We have shown that in early stages of society, both the landlord’s 
and the labourer’s share of the value of the produce of the earth 
would be but small; and that it would increase in proportion to 
the progress of wealth, and the difficulty of procuring food. We 
have shown, too, that although the value of the labourer's portion 
will be increased by the high value of food, his real share will be 
diminished; whilst that of the landlord will not only be raised in 
value, but will also be increased in quantity. 

The remaining quantity of the produce of the land, after the 
landlord and labourer are paid, necessarily belongs to the farmer, 
and constitutes the profits of his stock. But it may be alleged, 
that though, as society advances, his proportion of the whole pro- 
duce will be diminished, yet as it will rise in value, he, as well as 
s landlord and labourer, may, notwithstanding, receive a greater 
value. 

It may be said, for example, that when corn rose from 4l. to 10/., 
the 180 quarters obtained from the best land would sell for 1800/. 
instead of 720/.; and, therefore, though the landlord and labourer 
be proved to have a greater value for rent and wages, still the value 
of the farmer's profit might also be augmented. This, however, is 
gu enn as [ shall now endeavour to show. 

the first place, the price of corn would rise only in propor- 
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tion to the increased difficulty of growing it on land of a worse 
quality. 

It has been already remarked, that if the labour of ten men will, 
on land of a certain quality, obtain 180 quarters of wheat, and its 
value be 4l. per quarter, or 720/.; and if the labour of ten addi- 
tional men will, on the same or any other land, produce only 170 
quarters in addition, wheat would rise from 4/. to 4l. 4s. 8d. ; for 
170 : 180 : : 4l. : 4l. 4s. 8d. In other words, as for the production 
of 170 quarters, the labour of ten men is necessary, in the one case, 
and only that of 9.44 in the other, the rise would be as 9.44 to 10, 
or, as 4l. to 4l. 4s. 8d. In the same manner it might be shown, 
that if the labour of ten additional men would only produce 160 
quarters, the price would further rise to 4/. 10s. ; if 150, to 4l. 16s., 
&c. &c. 


But when 180 quarters were produced on the land paying no rent, 
and its price was 4l. per quarter, itis sold for . . . . £720 


And when 170 quarters were produced on the land paying 
no rent, and the price rose to 40. 4s. 8d., it still sold for . — 720 


So 160 quarters at 4/. 10s. produce . . . . . . . . 720 
And 150 quarters at 4l. 16s. produce the same sum of . . — 720 


Now, it is evident, that if, out of these equal values, the farmer is 
at one time obliged to pay wages regulated by the price of whent 
at 4/., and at other times at higher prices, the rate of his profits 
will diminish in proportion to the rise in the price of corn. 

In this case, therefore, I think it is clearly demonstrated that a 
rise in the price of corn, which increases the money wages of the 
labourer, diminishes the money value of the farmer’s profits. 

But the case of the farmer of the old and better land will be in 
no way different; he also will have increased wages to pay, and 
will never retain more of the value of the produce, however high 
may be its price, than 7207. to be divided between himself and his 
always equal number of labourers; in proportion therefore as they 
get more, he must retain less. 

When the price of corn was at 4L, the whole 180 quarters 
belonged to the cultivator, and he sold it for 7204. When corn 
rose to 4l. 4s. 8d., he was obliged to pay the value of ten quar- 
ters out of his 180 for rent, consequently the refnaining 170 
acd him no more than 7201: when it rose further to 41. 10s., 

e paid twenty quarters, or their value, for rent, and conse- 
D only retained 160 quarters, which yielded the same sum of 
7201. 


It will be seen, then, that whatever rise may take place in the 
pree of corn, in consequence of the necessity of employing more 
abour and capital to obtain a given additional quantity of pro- 
duce, such rise will always be equalled in value by the additional 
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rent, or additional labour employed; so that whether corn sells 
for 4l., 4l. 10s., or 5/. 2s. 10d., the farmer will obtain for that which 
remains to him, after paying rent, the same real value. Thus 
we see, that whether the produce belonging to the farmer be 180, 
170, 160, or 150 quarters, he always obtains the same sum of 
7201. for it; the price increasing in an inverse proportion to the 
quantity. 

Rent, then, it appears, always falls on the consumer, and never 
on the farmer; for if the produce of his farm should uniformly be 
180 quarters, with the rise of price, he would retain the value of a 
less quantity for himself, and give the value of a larger quantity 
to his landlord ; but the deduction would be such as to leave him 
always the same sum of 720i. 

It will be seen too, that, in all cases, the same sum of 7207. must 
be divided between wages and profits. If the value of the raw 
produce from the land exceed this value, it belongs to rent, what- 
ever may be its amount. If there be no excess, there will be no 
rent. Whether wages or profits rise or fall, it is this sum of 720/. 
from which they must both be provided. On the one hand, profits 
can never rise so high as to absorb so much of this 7204. that 
enough will not be Ye to furnish the labourers with absolute 
necessaries ; on the other hand, wages can never rise so high as to 
leave no portion of this sum for profits. 

Thus in every case, agricultural, as well as manufacturing profits 
are lowered by a rise in the price of raw produce, if it be accom- 
panied by a rise of wages.* If the farmer gets no additional value 
for the corn which remains to him after paying rent, if the 
manufacturer gets no additional value for the goods which he 
manufaetures, and if both are obliged to pay a greater value in 
wages, can any point be more clearly established than that profits 
must fall, with a rise of wages? 

The farmer, then, although he pays no part of his landlord's rent, 
that being always regulated by the price of produce, and invariably 
falling on the consumers, has however a very decided interest in 
keeping rent low, or rather in keeping the natural price of produce 
low. As a consumer of raw produce, and of those things into which 
raw produce enters as a component part, he will, in common with 
all other consumers, be interested in keeping the price low. But he 
is most materially concerned with the high price of corn as it affects 
wages. With every rise in the price of corn, he will have to pay, 
out of an equal and unvarying sum of 7201, an additional sum for 
wages to the ten men whom he is supposed ae to employ. 
We have seen, in treating on wages, that they invariably rise with 
the rise in the price of raw produce. . On a hasik assumed for the 


* The reader is aware, that we are leaving out of our consideration the accidental 
variations arising from bad and good seasons, or from the demand increasing or 
dign by any sudden effect on the state of population. We are speaking of the 
natural and constant, not of the accidental and fluctuating, price of corn. 
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purpose of calculation, page 56, it will be seen that if when wheat 
is at 4l. per quarter, wages should be 24/. per annum, 


£ 8. D. £ 8. D. 

4 4 8 24 14 0 

: 410 O 25 10 0 

When Wheat is at 416 of Wages would be o6 8 O 
5 2 10 27 8 6 


Now, of the unvarying fund of 7201. to be distributed between 
labourers and farmers, 


£ 8. 


£ 8. D. D. £ 8. D. 
4 0 0 240 0 0 480 0 0 
When the price 4 4 8 the labourers} 247 O O ( the farmer J 473 0 9 
of Wheat is at 410 0 will receive 255 0 0 will receive 465 0 0 
4 16 0 264 0 O 456 0 0O 
5 2 10 274 5 0 445 15 * 


And supposing that the original capital of the farmer was 3000., 
the profits of his stock being in the first instance 480/., would be at 
the rate of 16 percent. When his profits fell to 473/., they would 
be at the rate of 15.7 per cent. 


AGS v. a Sa ce ce oo we 19:9 
4905 a eS ei rw des XE ce 40 
BA Sle X de we 9e eoe xe AAG 


But the rate of profits will fall still more, because the capital of 
the farmer, it must be recollected, consists in a great measure of 
raw produce, such as his corn and hay-ricks, his unthreshed wheat 
and barley, his horses and cows, which would all rise in price in 
consequence of the rise of produce. His absolute profits would fall 
from 4801. to 445l. 15s.; but if, from the cause which I have just 
stated, his capital should rise from 3000/. to 3,2002., the rate of his 
profits would, when corn was at 5/. 2s. 10d., be under 14 per cent. 

If a manufacturer had also employed 30007. in his business, he 
would be obliged, in consequence of the rise of wages, to increase 


* 'The 180 quarters of corn would be divided in the following proportions between 
landlords, farmers, and labourers, with the above-named variations in the value of corn. 


264 
274 


864 0 
925 13 


Price per qr. Rent. Profit. Wages. Total. 
£ s. D. In Wheat In Wheat In Wheat 
4 0 0 None 120 qrs 60 qrs 
448 10 qrs 111.7 58.3 
410 O 20 103.4 56.6 180 
416 0 30 95 55 
5 2 10 40 86.7 53.3 
and, under the same circumstances, money rent, wages, and profit, would be as follows: 
Price per qr. Rent. Profit. Wages. Total. 
£ 8. D. £ 8. D. £ B. D. $. D. £ 8 D. 
4 0 0 None. 480 0 O 240 0 O0 720 O0 
42 7 6 473 0 0 247 0 0 762 7 
90 0 0 465 0 0 255 0 D 810 O 
0 0 0 
0 9.0 


^ococoo 


8 
0 
0 144 0 0 456 0 
0 205 13 4 445 15 
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his capital, in order to be enabled to carry on the same business. 
If his commodities sold before for 720/. they would continue to sell 
at the same price ; but the wages of labour, which were before 240/., 
would rise, when corn was at 5/. 2s. 10d., to 274/. 5s. In the first 
case he would have a balance of 480/. as profit on 3000/., in the 
second he would have a profit only of 445/. 15s., on an increased 
capital, and therefore his profits would conform to the altered rate 
of those of the farmer. 

There are few commodities which are not more or less affected 
in their price by the rise of raw produce, because some raw material 
from the land enters into the composition of most commodities. 
Cotton goods, linen, and cloth, will all rise in price with the rise of 
wheat ; but they rise on account of the greater quantity of labour 
expended on the raw material from which they are made, and not 
because more was paid by the manufacturer to the labourers whom 
he employed on those commodities. 

all cases, commodities rise because more labour is expended 
on them, and not because the labour which is expended on them is 
at a higher value. Articlea of jewellery, of iron, of plate, and of 
copper, would not rise, because none of the raw produce from the 
surtace of the earth enters into their composition. 

It may be said that I have taken it for granted, that money wages 
would rise with a rise in the price of raw produce, but that this is 
by no means a necessary consequence, as the labourer may be con- 
tented with fewer enjoyments. It is true that the wages of labour 
may previously have been at a high level, and that they may bear 
some reduction. If so, the fall of profits will be checked ; but it is 
impossible to conceive that the money price of wages should fall, or 
remain stationary with a gradually increasing price of necessaries ; 
and therefore it may be taken for granted that, under ordinary 
circumstances, no permanent rise takes place in the price of neces- 
saries, without occasioning, or having been preceded by, a rise in 


wages. 

“The effects produced on profits would have been the same, or 
nearly the same, if there had been any rise in the price of those 
other necessaries, besides food, on which the wages of labour are 
expended. The necessity which the labourer would be under of 
paying an increased price for such necessaries, would oblige him to 
demand more wages; and whatever increases wages, necessarily 
reduces profits. But suppose the price of silks, velvets, furniture, 
and any other commodities, not required by the labourer, to rise in 
consequence of more labour being expended on them, would not 
that affect profits? Certainly not: for nothing can affect profits 
but a rise in wages; silks and velvets are not consumed by the 
labourer, and therefore cannot raise wages. 

It is to be understood that I am speaking of profits generally. 
I have already remarked, that the market price of a commodity 
may exceed its natural or necessary price, as it may be produced 
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in less abundance than the new demand for it requires. This, how- 
ever, is but a temporary effect. The high profits on capital employed 
in producing that commodity, will naturally attract capital to that 
trade; and as soon as the requisite funds are supplied, and the 
quantity of the commodity is duly increased, its price will fall, and 
the profits of the trade will conform to the general level. A fall 
in the general rate of profits is by no means incompatible with a 
partial rise of profits in particular employments. It is through the 
inequality of profits, that capital is moved from one employment to 
another. Whilst, then, general profits are falling, and gradually 
settling at a lower level in consequence of the rise of wages, and 
the increasing difficulty of supplying the increasing population witk 
necessaries, the profits of the farmer may, for an interval of some 
little duration, be above the former level. An extraordinary sti- 
mulus may be also given for a certain time, to a particular branch 
of foreign and colonial trade ; but the admission of this fact by no 
means invalidates the theory, that profits depend on high or low 
wages, Main on the price of necessaries, and the price of neces- 
saries chiefly on the price of food, because all other requisites may 
be increased almost without limit. | 

It should be recollected that prices always vary in the market, 
and in the first instance, through the comparative state of demand 
and supply. Although cloth could be furnished at 40s. per yard, 
and give the usual profits of stock, it may rise to 60s. or 80s. from 
a general change of fashion, or from any other cause which should 
suddenly and unexpectedly increase the demand, or diminish the 
supply of it. 'The makers of cloth will for a time have unusual 
profits, but capital will naturally flow to that manufacture, till the 
supply and demand are again at their fair level, when the price of 
cloth will again sink to 40s., its natural or necessary price. In the 
same manner, with every increased demand for corn, it may rise 
so high as to afford more than the general profits to the farmer. If 
there be plenty of fertile land, the price of corn will again fall to 
its former standard, after the requisite quantity of capital has been 
employed in producing it, and profits will be as before; but if there 
be not plenty of fertile land, if, to produce this additional quantity, 
more than the usual quantity of capital and labour be required, corn 
will not fall to its former level. Its natural price will be raised, 
and the farmer, instead of obtaining permanently larger profits, will 
find himself obliged to be satisfied with the diminished rate which 
is the inevitable consequence of the rise of wages, produced by the 
rise of necessaries. 

The natural tendency of profits then is to fall; for, in the pro- 
gress of society and wealth, the additional quantity of food required 
is obtained by the sacrifice of more and more labour. This ten- 
dency, this gravitation as it were of profits, is happily checked at 
repeated intervals by the improvements in machinery connected 
with the production of necessaries, as well as by discoveries in the 
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science of agriculture, which enable us to relinquish a portion of 
labour before required, and therefore to lower the price of the prime 
necessary of the labourer. The rise in the price of necessaries and 
in the wages of labour is, however, limited ; for as soon as wages 
should be equal (as in the case formerly stated) to 720l., the whole 
receipts of the farmer, there must be an end of accumulation ; for 
no capital can then yield any profit whatever, and no additional 
labour can be demanded, and consequently population will have 
reached its highest point. Long, indeed, before this period, the 
very low rate of profits will have arrested all it and 
almost the whole produce of the country, after paying the labourers, 
will be the property of the owners of land and the receivers of tithes 
and taxes. ` ` 

Thus, taking the former very imperfect basis as the grounds of 
my calculation, it would appear that when corn was at 207. per 
quarter, the whole net income of the country would belong to the 
landlords, for then the same quantity of labour that was originally 
necessary to produce 180 quarters, would be necessary to produce 
36; since 20/7. : 4l. : : 180: 36. The farmer, then, who produced 
180 quarters, (if any such there were, for the old and new capital 
employed on the land would be so blended, that it could in no way 
be distinguished), would sell the 


180 qrs. at 20l. per qr.or . es E. ; L.3600 
tolandlord for rent, being the difference between 36 
the value of 144 qrs. 1 and 180 qrs. | 2880 
36 qrs. 720 
the value of 36 qrs. to labourers, ten in number, . , . ; . . 720 


leaving nothing whatever for profit. 


I have supposed that at this price of 207. the labourers would continue to consume 
three quarters each per annum, or . i " j 
And that on the other commodities they would expend 12 
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And therefore ten labourers would cost 7202. per annum. 


In all these calculations I have been desirous only to elucidate the 

rinciple, and it is scarcely necessary to observe, that my whole 
basis 18 assumed at random, and merely for the purpose of exempli- 
fication. The results, though different in degree, would have been 
the same in principle, however accurately I might have set out in 
stating the difference in the number of labourers necessary to obtain 
the successive quantities of corn required by an increasing popula- 
tion, the quantity consumed by the labourer’s family, &c. &c. My 
object has been to simplify the subject, and I have therefore made 
no allowance for the increasing price of the other necessaries, 
besides food of the labourer ; an increase which would be the con- 
sequence of the increased value of the raw materials from which 
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they are made, and which would of course further increase wages, 
and lower profits. 

I have penis said, that long before this state of prices was be- 
come permanent, there would be no motive for accumulation ; for 
no one accumulates but with a view to make his accumulation pro- 
ductive, and it is only when so employed that it operates on profits. 
Without a motive there could be no accumulation, and conse- 
quently such a state of prices never could take place. The farmer 
and manufacturer can no more live without profit, than the labourer 
without wages. "Their motive for accumulation will diminish with 
every diminution of profit, and will cease altogether when their 
profits are so low as not to afford them an adequate compensation 
for their trouble, and the risk which they must necessarily encounter 
in employing their capital productively. 

I must again observe, that the rate of profits would fall much 
more rapidly than I have estimated in my calculation ; for the value 
of the produce being what I have stated it under the circumstances 
supposed, the value of the farmer’s stock would be greatly increased 
from its necessarily consisting of many of the commodities which 
had risen in value. Before corn could rise from 4/. to 12l, his 
capital would probably be doubled in exchangeable value, and be 
worth 6000/. instead of 3000/7. If then his profit were 180/., or 6 
per cent. on his original capital, profits would not at that time be 
really at a higher rate than 3 per cent.; for 6000/. at 3 per cent. 
gives 180/.; and on those terms only could a new farmer with 
60007. money in his pocket enter into the farming business. 

Many trades would derive some advantage, more or less, from 
the same source. The brewer, the distiller, the clothier, the linen 
manufacturer, would be partly compensated for the diminution of 
their profits, by the rise in the value of their stock of raw and 
finished materials; but a manufacturer of hardware, of jewellery, 
and of many other commodities, as well as those whose capitals 
uniformly consisted of money, would be subject to the whole fall in 
the rate of profits, without any compensation whatever. 

We should also expect that, however the rate of the profits of 
stock might diminish in consequence of the accumulation of capital 
on the land, and the rise of wages, yet that the aggregate amount of 
profits would increase. Thus, supposing that, with repeated accu- 
mulations of 100,000/., the rate of profit should fall from 20 to 19, 
to 18, to 17 per cent., a constantly diminishing rate, we should 
expect that the whole amount of profits received by those succes- 
sive owners of capital would be always progressive; that it would 
be greater when the capital was 200,000/., than when 100,000. ; 
still greater when 300,0002.; and so on, increasing, though at a 
diminishing rate, with every increase of capital. This progression, 
however, is only true for a certain time; thus, 19 per cent. on 
200,000/. is more than 20 on 100,000/.; again, 18 per cent. on 
300,0002. is more than 19 per cent. on 200,000/. ; but after capital 
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has accumulated to a large amount, and profits have fallen, the 
further accumulation diminishes the aggregate of profite. "Thus, 
suppose the accumulation should be 1,000,000/., and the profits 7 
per cent., the whole amount of profits will be 70,0004; now if an 
addition of 100,000/. capital be made to the million, and profits 
should fall to 6 per cent., 66,0002 or a diminution of 40004. will 
be received by the owners of stock, although the whole amount of 
stock will be increased from 1,000,000/. to 1,100,000/. 

There can, however, be no accumulation of capital, so long as 
stock yields any profit at all, without its yielding not only an in- 
crease of produce, but an increase of value. By employing 100,000/. 
additional capital, no part of the former capital will be rendered less 
productive. The produce of the land and labour of the country 
must increase, and its value will be raised, not only by the value of 
the addition which is made to the former quantity of productions, 
but by the new value which is given to the whole produce of the land, 
by the increased difficulty of producing the last portion of it. When 
the accumulation of capital, however, becomes very great, notwith- 
standing this increased value, it will be so distributed that a less 
value than before will be appropriated to profits, while that which 
is devoted to rent and wages will be increased. Thus with suc- 
cessive additions of 100,0007. to capital, with a fall in the rate of 
profits, from 20 to 19, to 18, to 17 per cent., &c., the productions 
annually obtained will increase in quantity, and be of more that 
the whole additional value, which the additional capital is calcu- 
lated to produce. From 20,000.. it will rise to more than 39,0002., 
and then to more than 57,000/., and when the capital employed is a 
million, as we before supposed, if 100,0007. more be added to it, 
and the aggregate of profits is actually lower than before, more than 
60001. will nevertheless be added to the revenue of the country, 
but it will be to the revenue of the landlords and labourers; the 
will obtain more than the additional produce, and will from their 
situation be enabled to encroach even on the former gains of the 
capitalist. Thus, suppose the price of corn to be 4/. per quarter, 
and that therefore, as we before calculated, of every 720/. remain- 
ing to the farmer after payment of his rent, 480/. were retained by 
him, and 240/. were paid to his labourers; when the price rose to 
6l. per quarter, he would be obliged to pay his labourers 300/. and 
retain only 4204. for profits: he would be obliged to pay them 
300/. to enable them to consume the same quantity of necessaries 
as before, and no more. Now ifthe capital employed were so large as 
to yield a hundred thousand times 7202. or 72,000,000L., the aggre- 
gate of profits would be 48,000,000/. when wheat was at 4l. per 
quarter ; and if by employing a larger capital, 105,000 times 720/. 
were obtained when wheat was at 6l., or 75,600,000/., profits would 
actually fall from 48,000,000/. to 44,100,000/. or 105,000 times 4202., 
and wages would rise from 24,000,000/. to 31,500,000.. Wages 
would rise because more labourers would he employed, in propor- 
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tion to capital; and each labourer would receive more money wages ; 
but the condition of the labourer, as we have already shown, would 
be worse, inasmuch as he would be able to command a less quan- 
tity of the produce of the country. The only real gainers would 
be the landlords; they would receive higher rents, first, because 
produce would be of a higher value, and secondly, because they 
would have a greatly increased proportion of that produce. 
Although a greater value is produced, a greater proportion of 
what remains of that value, after paying rent, is consumed by the 
a and it is this, and this alone, which regulates profits. 
hilst the land yields abundantly, wages may temporarily rise, and 
the producers may consume more than their accustomed propor- 
tion ; but the stimulus which will thus be given to population, will 
speedily reduce the labourers to their usual consumption. But 
when poor lands are taken into cultivation, or when more capital 
and labour are expended on the old land, with a less return of pro- 
duce, the effect must be permanent. A greater proportion of that 
pan of the produce which remains to be divided, after paying rent, 
etween the owners of stock and the labourers, will be apportioned 
to the latter. Each man may, and probably will, have a less abso- 
lute quantity ; but as more labourers are employed in proportion to 
the whole produce retained by the farmer, the value of a greater 
proportion of the whole produce will be absorbed by wages, and 
consequently the value of a smaller proportion will be devoted to 
profits. This will necessarily be rendered permanent by the laws 
of nature, which have limited the productive powers of the land. 
Thus we again arrive at the same conclusion which we have 
before attempted to establish :—that in all countries, and all times, 
profits depend on the quantity of labour requisite to provide neces- 
saries for the labourers, on that land or with that capital which 
yields no rent. The effects then of accumulation will be different 
in different countries, and will depend chiefly on the fertility of the 
land. However extensive a country may be where the land is of a 
poor quality, and where the importation of food is prohibited, the 
most moderate accumulations of capital will be attended with great 
reductions in the rate of profit, and a rapid rise in rent; and on the 
contrary a small but fertile country, particularly if it freely permits 
the importation of food, may accumulate a large stock of capital 
without any great diminution in the rate of profits, or any great 
increase in the rent of land. In the Chapter on Wages, we have 
endeavoured to show that the money price of commodities would 
not be raised by a rise of wages, either on the supposition that 
gold, the standard of money, was the produce of this country, or 
that it was imported from abroad. But if it were otherwise, if 
the prices of commodities were permanently raised by high wages, 
the proposition would not be less true, which asserts that high 
wages invariably affect the employers of labour, by depriving them 
of a portion of their real profits. Supposing the hatter, the hosier, 
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and the shoemaker, each paid 10/. more wages in the manufacture - 
of a particular quantity of their commodities, and that the price of 
hats, stockings, and shoes, rose by a sum sufficient to repay the 
manufacturer the 107. ; their situation would be no better than if 
no such rise took place. If the hosier sold his stockings for 1101. 
instead of 100/., his profits would be precisely the same money 
amount as before; but as he would obtain in exchange for this 
equal sum, one-tenth less of hats, shoes, and every other commodity, 
and as he could with his former amount of savings employ fewer 
labourers at the increased wages, and purchase fewer raw materials 
at the increased prices, he would be in no better situation than if 
his money profits had been really diminished in amount, and every 
thing had remained at its former price. Thus, then, I have endea- 
voured to show, first, that a rise of wages would not raise the price 
of commodities, but would invariably lower profits; and secondly, 
that if the prices of all commodities could be raised, still the effect 
on profits would be the same; and that, in fact, the value of the 
oe only in which prices and profits are estimated would be 
owered. 
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CHAPTER VII. 


ON FOREIGN TRADE. 


NO extension of foreign trade will immediately increase the amount 
of value in a country, although it will very powerfully contribute 
to increase the mass of commodities, and therefore the sum of 
enjoyments. As the value of all foreign goods is measured by the 
quantity of the produce of our land and labour, which is given in 
exchange for them, we should have no greater value, if by the 
discovery of new markets, we obtained double the quantity of 
foreign goods in exchange for a given quantity of ours. If by the 
purchase of English goods to the amount of 1000/., a merchant can 
obtain a quantity of foreign goods, which he can sell in the English 
market for 1,200/., he will obtain 20 per cent. profit by such an 
employment of his capital; but neither his gains, nor the value of 
the commodities imported, will be increased or diminished by the 

eater or smaller quantity of foreign goods obtained. Whether, 
or example, he imports twenty-five or fifty pipes of wine, his 
interest can be no way affected, 1f at one time the twenty-five pipes, 
and at another the fifty pipes, equally sell for 1,2007. In either 
case his profit will be limited to 2007, or 20 per cent. on his 
capital; and in either case the same value will be imported into 
England. If the fifty pipes sold for more than 1,2002., the profits 
of this individual merchant would exceed the general rate of profits, 
and capital would naturally flow into this advantageous trade, till 
M Au of the price of wine had brought every thing to the former 
evel. 

It has indeed been contended, that the great profits which are 
sometimes made by particular merchants in foreign trade, will 
elevate the general rate of profits in the country, and that the 
abstraction of capital from other employmente, to partake of the 
new and beneficial foreign commerce, will raise prices generally, 
and thereby increase profits. It has been said, by high authority, 
that less capital being necessarily devoted to the growth of corn, to 
the manufacture of cloth, hats, shoes, &c., while the demand con- 
tinues the same, the price of these commodities will be so increased, 
that the farmer, hatter, clothier, and shoemaker, wil have an 
increase of profits, as well as the foreign merchant.* 

* Sce Adam Smith, book i. chap. 9. 


ON FOREIGN TRADE. 13 


They who hold this argument agree with me, that the profits of 
different employments have a tendency to conform to one another; 
to advance and recede together. Our variance consists in this: 
They contend that the equality of profits will be brought about by 
the general rise of profits ; and I am of opinion, that the profits of 
the Routed trade will speedily subside to the general level. 

For, first, I deny that less capital will necessarily be devoted to 
the growth of corn, to the manufacture of cloth, hats, shoes, &c., 
unless the demand for these commodities be diminished ; and if so, 
their price will not rise. In the purchase of foreign commodities, 
either the same, a larger, or a less portion of the produce of the 
land and labour of England will be employed. If the same portion be 
so employed, then will the same demand exist for cloth, shoes, corn, 
and hats as before, and the same portion of capital will be devoted 
to their production. If, in consequence of the price of foreign 
commodities being cheaper, a less portion of the annual produce of 
the land and labour of England is employed in the purchase of 
foreign commodities, more will remain for the purchase of other 
things. If there bea greater demand for hats, shoes, corn, &c., than 
before, which there may be, the consumers of foreign commodities 
having an additional portion of their revenue disposable, the 
capital is also disposable with which the greater value of foreign 
commodities was before purchased ; so that with the increased de- 
mand for corn, shoes, &c., there exists also the means of procur- 
ing an increased supply, and therefore neither prices nor profits 
can permanently rise. If more of the produce of the land and 
labour of England be employed in the purchase of foreign commo- 
dities, less can be employed in the purchase of other things, and 
therefore fewer hats, shoes, &c. will be required. At the same time 
that capital is liberated from the production of shoes, hats, &c., 
more must be employed in manufacturing those commodities with 
which foreign commodities are purchased ; and, consequently, in all 
cases the demand for foreign and home commodities together, as far 
as regards value, is limited by the revenue and capital of the coun- 
try. If one increases the other must diminish. If the quantity of 
wine, imported in exchange for the same quantity of English com- 
modities, be doubled, the people of England can either consume 
double the quantity of wine that they did before, or the same 
quantity of wine and a greater quantity of English commodities. 
If my revenue had been 10004, with which I purchased annually 
one pipe of wine for 100/., and a certain quantity of English com- 
modities for 9007. ; when wine fell to 507. per pipe, I might lay out 
the 50/. saved, either in the purchase of an additional pipe of wine, 
or in the purchase of more English commodities. if I bought 
more wine, and every wine-drinker did the same, the foreign trade 
would not be in the least disturbed ; the same quantity of English 
commodities would be exported in exchange for wine, and we should 
receive double the quantity, though not double the value of wine. 
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But if I, and others, contented ourselves with the same quantity of 
wine as before, fewer English commodities would be exported, and 
the wine-drinkers might either consume the commodities which 
were before exported, or any others for which they had an inclina- 
tion. The capital required for their production would be supplied 
by the capital liberated from the foreign trade. 

There are two ways in which capital may be accumulated ; it 
may be saved either in consequence of increased revenue, or of 
diminished consumption. If my profits are raised from 10002. to 
1,2002., while my expenditure continues the same, I accumulate an- 
nually 2004. more than I did before. If I save 2004. out of my 
expenditure, while my profits continue the same, the same effect 
will be produced; 200/. per annum will be added to my capital. 
The merchant who imported wine after profits had been raised from 
20 per cent. to 40 per cent., instead of purchasing his English goods 
for 10007., must purchase them for 857/. 2s. 10d., still selling the 
wine which he imports in return for those goods for 1,2004. ; or, if 
he continued to purchase his English goods for 1000/., must raise 
the price of his wine to 1,4007. ; he would thus obtain 40 instead of 
20 per cent. profit on his capital; but if, in consequence of the 
cheapness of all the commodities on which his revenue was ex- 
pended, he and all other consumers could save the value of 200/. 
out of every 10004. they before expended, they would more effec- 
tually add to the real wealth of the country ; in one case, the savings 
would be made in consequence of an increase of revenue, in the 
other, in consequence of diminished expenditure. 

If, by the introduction of machinery, the generality of the com- 
modities on which revenue was expended fell 20 per cent. in value, 
I should be enabled to save as effectually as if my revenue had 
been raised 20 per cent.; but in one case the rate of profits is 
stationary, in the other it is raised 20 per cent.—If, by the intro- 
duction of cheap foreign goods, I can save 20 per cent. from my 
expenditure, the effect will be precisely the same as if machinery 
had lowered the expense of their production, but profits would not 
be raised. 

It is not, therefore, in consequence of the extension of the market 
that the rate of profit is raised, although such extension may be 
equally efficacious in increasing the mass of commodities, and may 
thereby enable us to augment the funds destined for the mainte- 
nance of labour, and the materials on which labour may be employed. 
It is quite as important to the happiness of mankind, that our en- 
joyments should be increased by the better distribution of labour, 
by each country producing those commodities for which by its 
situation, its climate, and its other natural or artificial advantages, 
it is adapted, and by their exchanging them for the commodities of 
other countries, as that they should be augmented by a rise in the 
rate of profits. 

It has been my endeavour to show throughout this work, that 
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the rate of profits can never be increased but by a fall in wages, 
and tbat there can be no permanent fall of wages but in consequence 
of a fall of the necessaries on which wages are expended. If, there- 
fore, by the extension of foreign trade, or by improvements in 
machinery, the food and necessaries of the labourer can be brought 
to market, at a reduced price, profits will rise. If, instead of grow- 
ing our own corn, or manufacturing the clothing and other neces- 
saries of the labourer, we discover a new market from which we 
can supply ourselves with these commodities at a cheaper price, 
wages will fall and profits rise; but if the commodities obtained at 
a cheaper rate, by the extension of foreign commerce, or by the 
improvement of machinery, be exclusively the commodities con- 
sumed by the rich, no alteration will take place in the rate of profits. 
The rate of wages would not be affected, although wine, velvets, 
silks, and other expensive commodities should fall 50 per cent., 
and consequently profits would continue unaltered. 

Foreign trade, then, though highly beneficial to a country, as it 
increases the amount and variety of the objects on which revenue 
may be expended, and affords, by the abundance and cheapness 
of commodities, incentives to saving, and to the accumulation of 
capital, has no tendency to raise the profits of stock, unless the 
commodities imported be of that description on which the wages 
of labour are expended. 

The remarks which have been made respecting foreign trade, 
apply equally to home trade. The rate of profits is never increased 
by a better distribution of labour, by the invention of machinery, 
by the establishment of roads and canals, or by any means of 
abadan: labour either in the manufacture or in the conveyance 
of goods. These are causes which operate on price, and never fail 
to be highly beneficial to consumers; since they enable them, with 
the same labour, or with the value of the produce of the same 
labour, to obtain in exchange a greater quantity of the commodity 
to which the improvement is applied; but they have no effect 
whatever on profit. On the other hand, every diminution in the 
wages of labour raises profits, but produces no effect on the price 
of commodities. One 1s advantageous to all classes, for all classes 
are consumers; the other is beneficial only to producers; they 

ain more, but every thing remains at its former price. In the 

t case they get the same as before; but every thing on which 
their gains are expended, is diminished in exchangeable value. 

The same rule which regulates the relative value of commodities 
in one country, does not regulate the relative value of the commo- 
dities exchanged between two or more countries. 

Under a system of perfectly free commerce, each country natu- 
rally devotes its capital and labour to such employments as are 
most beneficial to each. . This pursuit of individual advantage is 
admirably connected with the universal good of the whole. By 
stimulating industry, by rewarding ingenuity, and by using most 
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efficaciously the peculiar powers bestowed by nature, it distributes 
labour most effectively and most economically : while, by increas- 
ing the general mass of productions, it diffuses general benefit, and 
binds together, by one common tie of interest and intercourse, the 
universal society of nations throughout the civilized world. It is 
this principle which determines that wine shall be made in France 
and Portugal, that corn shall be grown in America and Poland, 
and that hardware and other goods shall be manufactured in 
England. 

In one and the same country, profits are, generally speaking, 
always on the same level; or differ only as the employment of 
capital may be more or less secure and agrecable. It is not so 
between different countries. If the profits of capital employed in 
Yorkshire, should excecd those of capital employed in London, 
capital would speedily move from London to Yorkshire, and an 
equality of profits would be effected; but if in consequence of the 
diminished rate of production in the lands of England, from the 
increase of capital and population, wages should rise, and profits 
fall, it would not follow that capital and population would neces- 
sarily move from England to Holland, or Spain, or Russia, where 
profits might be higher. 

If Portugal had no commercial connexion with other countries, 
instead of employing a great part of her capital and industry in 
the production of wines, with which she purchases for her own use 
the cloth and hardware of other countrics, she would be obliged to 
devote a part of that capital to the manufacture of those commodi- 
ties, which she would thus obtain probably inferior in quality as 
well as quantity. 

The quantity of wine which she shall give in exchange for the 
cloth of England, is not determined by the respective quantities of 
labour devoted to the production of each, as it would be, if both 
commodities were manufactured in England, or both in Portugal. 

England may be so circumstanced, that to produce the cloth 
may require the labour of 100 men for one year; and if she 
attempted to make the wine, it might require the labour of 120 
men for the same time. England would therefore find it her 
n to import wine, and to purchase it by the exportation of 
cloth. 

To produce the wine in Portugal, might require only the labour 
of 80 men for one year, and to produce the cloth in the same 
country, might require the labour of 90 men for the same time. It 
would therefore be advantageous for her to export wine in exchange 
for cloth. This exchange might even take place, notwithstanding 
that the commodity imported by Portugal could be produced there 
with less labour than in England. Though she could make the 
cloth with the labour of 90 men, she would import it from a 
country where it required the labour of 100 men to produce it, 
because it would be advantageous to her rather to employ her 
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capital in the production of wine, for which she would obtain more 
cloth from England, than she could produce by diverting a portion 
of her capital from the cultivation of vines to the manufacture of 
cloth. 

Thus England would give the produce of the labour of 100 men, 
for the produce of the labour of 80. Such an exchange could not 
take place between the individuals of the same country. The 
labour of 100 Englishmen cannot be given for that of 80 English- 
men, but the produce of the labour of 100 Englishmen may be 
given for the produce of the labour of 80 Portuguese, 60 Russians, 
or 120 East Indians. The difference in this respect, between a 
single country and many, is easily accounted for, by considering 
the difficulty with which capital moves from one country to 
another, to seek a more profitable employment, and the activity 
with which it invariably passes from one province to another in the 
same country.* 

It would undoubtedly be advantageous to the capitalists of 
England, and to the consumers in both countries, that under such 
cireumstances, the wine and the cloth should both be made in 
Portugal, and therefore that the capital and labour of England 
employed in making cloth, should be removed to Portugal for that 
purpose. In that case, the relative value of these commodities 
would be regulated by the same principle, as if one were the pro- 
duce of Yorkshire, and the other of London: and in every other 
case, 1f capital freely flowed towards those countries where it could 
be most profitably employed, there could be no difference in the 
rate of profit, and no other difference in the real or labour price of 
commodities, than the additional quantity of labour required to 
convey them to the various markets where they were to be sold. 

Experience, however, shows, that the fancied or real insecurity 
of capital, when not under the immediate control of its owner, 
together with the natural disinclination which every man has to 
quit the country of his birth and connexions, and intrust himself, 
with all his habits fixed, to a strange government and new laws, 
check the emigration of capital. These feclings, which I should be 
sorry to sce weakened, induce most men of property to be satisfied 
with a low rate of profits in their own country, rather than seek a 
more advantageous employment for their wealth in foreign nations. 

Gold and silver having been chosen for the general medium of 
circulation, they are, by the competition of commerce, distributed 

* It will appear, then, that a country possessing very considerable advantages in 
machinery and skill, and which may therefore be enabled to manufacture commodi- 
ties with much less labour than her neighbours, may, in return for such commodities, 
import a portion of the corn required for its consumption, even if its land were more 
fertile, and corn could be grown with less labour than in the country from which it 
was imported. Two men can both make shoes and hats, and one is superior to the 
other in both employments; but in making hats, he can only exceed his competitor 
by one-fifth or 20 per cent., and in making shoes he can excel him by one-third or 33 


er cent. ;—will it not be for the interest of both, that the superior man should employ 
imself exclusively in making shoes, and the inferior man in making hats? 
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in such proportions amongst the different countries of the world, as 
to accommodate themselves to the natural traffic which would take 
place if no such metals existed, and the trade between countries 
were purely a trade of barter. 

Thus, cloth cannot be imported into Portugal, unless it sell there 
for more gold than it cost in the country from which it was im- 
ported; and wine cannot be imported into England, unless it will 
sell for more there than it cost in Portugal. If the trade were 
purely a trade of barter, it could only continue whilst England 
could make cloth so cheap as to obtain a greater quantity of wine 
with a given quantity of labour, by manufacturing cloth than by 
growing vines; and also whilst the industry of Portugal were 
attended by the reverse cffects. Now suppose England to discover 
a process for making wine, so that it should become her interest 
rather to grow it than import it; she would naturally divert a por- 
tion of her capital from the foreign trade to the home trade; she 
would cease to manufacture cloth for exportation, and would grow 
wine for herself. The money price of these commodities would be 
regulated accordingly ; wine would fall here while cloth continued 
at its former price, and in Portugal no alteration would take place 
in the price of either commodity. Cloth would continue for some 
time to be exported from this country, because its price would con- 
tinue to be higher in Portugal than here; but money instead of 
wine would be given in exchange for it, till the accumulation of 
money here, and its diminution abroad, should so operate on the 
relative value of cloth in the two countries, that it would cease to 
be profitable to exportit. If the improvement in making wine were 
of a very important description, it might become profitable for the 
two countries to exchange employments ; for England to make all 
the wine, and Portugal all the cloth consumed by them ; but this 
could be effected only by a new distribution of the precious metals, 
which should raise the price of cloth in England, and lower it in 
Portugal. The relative price of wine would fall in England in 
consequence of the real advantage from the improvement of ite 
manufacture ; that is to say, its natural price would fall; the rela- 
tive price of cloth would rise there from the accumulation of money. 

Thus, suppose before the improvement in making wine in Eng- 
land, the price of wine here were 50/. per pipe, and the price of a 
certain quantity of cloth were 45l., whilst in Portugal the price of 
the same quantity of wine was 45l., and that of the same quantity 
of cloth 507. ; wine would be exported from Portugal with a profit 
of 5l., and cloth from England with a profit of the same amount. 

Suppose that, after the improvement, wine falls to 45/. in Eng- 
land, the cloth continuing at the same price. Every transaction in 
commerce is an independent transaction. Whilst a merchant can 
buy cloth in England for 457., and sell it with the usual profit in 
Portugal, he will continue to export it from England. His business 
is simply to purchase English cloth, and to pay for it by a bill of 
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exchange, which he purchases with ds hund money. It is to 
him of no importance what becomes of this money: he has dis- 
charged his debt by the remittance of the bill. His transaction is 
undoubtedly regulated by the terms on which he can obtain this 
bill, but they are known to him at the time; and the causes which 
may influence the market price of bills, or the rate of exchange, is 
no consideration of his. 

If the markets be favourable for the exportation of wine from 
Portugal to England, the exporter of the wine will be a seller of a 
bill, which will be purchased either by the importer of the cloth, or 
by the person who sold him his bill ; and thus, without the necessity 
of money passing from either country, the exporters in each country 
will be paid for their goods. Without having any direct transac- 
tion with each other, the money paid in Portugal by the importer 
of cloth will be paid to the Poes exporter of wine; and 
in England by the negotiation of the same bill, the exporter of 
the cloth will be authorised to receive its value from the importer 
of wine. 

But if the prices of wine were such that no wine could be ex- 
Me to England, the importer of cloth would equally purchase a 

ill; but the price of that bill would be higher, from the knowledge 
which the seller of it would possess, that there was no counter bill 
in the market by which he could ultimately settle the transactions 
between the two countries ; he might know that the gold or silver 
money which he received in exchange for his bill, must be actually 
exported to his correspondent in England, to enable him to pay 
the demand which he had authorised to be made upon him, and he 
might therefore charge in the price of his bill all the expenses to 
be incurred, together with his fair and usual profit. 

If then this premium for a bill on England should be equal to 
the profit on importing cloth, the importation would of course 
cease; but if the premium on the bill were only 2 per cent., if to 
be enabled to pay a debt in England of 100/., 1027. should be paid 
in Portugal, hile cloth which cost 45/. would sell for 50/., cloth 
would be imported, bills would be bought, and money would be 
exported, till the diminution of money in Portugal, and its accu- 
mulation in England, had produced such a state of prices as would 
make it no longer profitable to continue these transactions. 

But the diminution of money in one country, and its increase in 
another, do not operate on the price of one commodity only, but 
on the prices of all, and therefore the price of wine and cloth will 
be both raised in England, and both lowered in Portugal. The 
price of cloth, from being 45l. in one country and 502. in the other, 
would probably fall to 49/7. or 48/. in Portugal, and rise to 46/. or 
47/. in England, and not afford a sufficient profit after paying a 
premium for a bill to induce any merchant to import that com- 
modity. 

It is thus that the money of each country is apportioned to it in 
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such quantities only as may be necessary to regulate a profitable 
trade of barter. England exported cloth in exchange for wine, 
because, by so doing, her industry was rendered more productive 
to her; she had more cloth and wine than if she had manufactured 
both for herself; and Portugal imported cloth and exported wine, 
because the industry of Portugal could be more beneficially 
employed for both countries in pouan wine. Let tbere be 
more diffculty in England in producing cloth, or in Portugal in 
producing wine, or let there be more facility in England in pro- 
ducing wine, or in Portugal in producing cloth, and the trade must 
immediately cease. 

No change whatever takes place in the circumstances of Por- 
tugal; but England finds that she can employ her labour more 
productively in the manufacture of wine, and instantly the trade 
of barter between the two countries changes. Not only is the 
exportation of wine from Portugal stopped, but a new distribution 
of the precious metals takes place, and her importation of cloth is 
also prevented. 

Both countries would probably find it their interest to make 
their own wine and their own cloth; but this sincular result would 
take place: in England, though wine would be cheaper, cloth 
would be elevated in price, more would be paid for it by the con- 
sumer; while in Portugal the consumers, both of cloth and of 
wine, would be able to purchase those commodities cheaper. In 
the country where the improvement was made, prices would be 
enhanced ; in that where no change had taken place, but where 
they had been deprived of a profitable branch of foreign trade, 
prices would fall. 

This, however, is only a seeming advantage to Portugal, for the 
quantity of cloth and wine together produced in that country 
would be diminished, while the quantity produced in England 
would be increased. Money would in some degree have changed 
its value in the two countries; it would be lowered in England 
and raised in Portugal. Estimated in money, the whole revenue 
of Portugal would be diminished; estimated in the same medium, 
the whole revenue of England would be increased. 

Thus, then, it appears that the improvement of a manufacture in 
any country tends to alter the distribution of the precious metala 
amongst the nations of the world: it tends to increase the quantity 
of commodities, at the same time that it raises general prices in the 
country where the improvement takes place. 

To simplify the question, I have been supposing the trade 
between two countries to be confined to two commodities—to 
wine and cloth; but it is well known that many and various 
articles enter into the list of exports and imports. By the abstrac- 
tion of money from one country, and the accumulatioh of it in 
another, all commodities are affected in price, and consequently 
encouragement is given to the exportation of many more commo- 
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dities besides money, which will therefore prevent so great an 
effect from taking place on the value of money in the two countries 
as might otherwise be expected. 

. Beside the improvements in arts and machinery, there are 
various other causes which are constantly operating on the natural 
course of trade, and which interfere with the equilibrium, and the 
relative value of money. Bounties on exportation or importation, 
new taxes on commodities, sometimes by their direct, and at other 
times by their indirect operation, disturb the natural trade of 
barter, and produce a consequent necessity of importing or export- 
ing money, in order that prices may be accommodated to the 
natural course of commerce; and this effect is produced not only 
in the country where the disturbing cause takes place, but, ina 
greater or less degree, in every country of the commercial world. 

This will in some measure account for the different value of 
money in different countries; it will explain to us why the prices 
of home commodities, and those of great bulk, though of compara- 
tively small value, are, independently of other causes, higher in 
those countries where manufactures flourish. Of two countries 
having precisely the same population, and the same quantity of 
land of equal fertility in cultivation, with the same knowledge too 
of agriculture, the prices of raw produce will be highest in that 
where the greater skill, and the better machinery is used in the 
manufacture of exportable commodities. The rate of profits will 

robably differ but little; for wages, or the real reward of the 
labourer, may be the same in both; but those wages, as well as 
raw produce, will be rated higher in money in that country, into 
which, from the advantages attending their skill and machinery, 
an abundance of money is imported in exchange for their goods. 

Of these two countrics, if one had the advantage in the manu- 
facture of goods of one quality, and the other in the manufacture 
of goods of another quality, there would be no decided influx of the 
precious metals into either; but if the advantage very heavily pre- 
ponderated in favour of either, that effect would be inevitable. 

In the former part of this work, we have assumed, for the purpose 
of argument, that money always continued of the same value; we 
are now endeavouring to show that, besides the ordinary variations 
in the value of money, and those which are common to the whole 
commercial world, there are also partial variations to which money 
is subject in particular countries; and to the fact, that the value of 
money is never the same in any two countries, depending as it does 
on relative taxation, on manufacturing skill, on the advantages of 
climate, natural productions, and many other causes. 

Although, however, money is subject to such perpetual variations, 
and consequently the prices of the commodities which are common 
to most countries, are also subject to considerable difference, yet no 
effect will be produced on the rate of profits, either from the influx 
or efflux of money. Capital will not be increased, because the cir- 
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culating medium is augmented. If the rent jeg by the farmer to 
his landlord, and the wages to his labourers, be 20 per cent. higher 
in one country than another, and if at the same time the nominal 
value of the farmer's capital be 20 per cent. more, he will receive 
precisely the same rate of profits, although he should sell his raw 
produce 20 per cent. bigher. 

Profits, it cannot be too often repeated, depend on wages; not 
on nominal, but real wages ; not on the number of pounds that ma 
be annually paid to the labourer, but on the number of days’ uL 
necessary to obtain those pounds. Wages may therefore be pre- 
cisely the same in two countries; they may bear, too, the same 

roportion to rent, and to the whole produce obtained from the 
fand, although in one of those countries the labourer should receive 
ten shillings per week, and in the other twelve. 

In the early states of society, when manufactures have made little 

rogress, and the produce of all countries is nearly similar, consist- 
ing of the bulky and most useful commodities, the value of money 
in different countries will be chiefly regulated by their distance 
from the mines which supply the precious metals; but as the arts 
and improvements of society advance, and different nations excel 
in particular manufactures, although distance will still enter into 
the calculation, the value of the precious metals will be chiefly 
regulated by the superiority of those manufactures. 

Suppose all nations to produce corn, cattle, and coarse clothing 
only, and that it was by the exportation of such commodities that 
gold could be obtained from the countries which produced them, 
or from those who held them in subjection; gold would naturally 
be of greater exchangeable value in Poland than in England, on 
account of the greater expense of sending such a bulky commodity 
as corn the more distant voyage, and also the greater expense 
attending the conveying of gold to Poland. 

This difference in the value of gold, or, which is the same thing, 
this difference in the price of corn in the two countries, would exist, 
although the facilities of producing corn in England should far 
exceed those of Poland, from the greater fertility of the land, and 
the superiority in the skill and implements of the labourer. 

If, however, Poland should be the first to improve her manufac- 
tures, if she should succeed in making a commodity which was 
generally desirable, including great value in little bulk, or if she 
should be exclusively blessed with some natural production, gene- 
rally desirable, and not possessed by other countries, she would 
obtain an additional quantity of gold in exchange for this commo- 
dity, which would operate on the price of her corn, cattle, and 
coarse clothing. The disadvantage of distance would probably be 
more than compensated by the advantage of having an exportable 
commodity of great value, and money would be permanently of 
lower value in "Poland than in England. If, on the contrary, the 
advantage of skil and machinery were possessed by England, 


ON FOREIGN TRADE. 83 


another reason would be added to that which before existed, why 
gold should be less valuable in England than in Poland, and why 
corn, cattle, and clothing, should be at a higher price in the formcr 
country. 

These I believe to be the only two causes which regulate the 
comparative value of money in the different countries of the world ; 
for although taxation occasions a disturbance of the equilibrium of 
money, it does so by depriving the country in which it is imposed 
of some of the advantages attending skill, industry, and climate. 

It has been my endeavour carefully to distinguish between a low 
value of money, and a high value of corn, or any other commodity 
with which money may be compared. , These have been generally 
considered as meaning the same thing; but it is evident, that when 
corn rises from five to ten shillings a bushel, it may be owing either 
to a fall in the value of money, or to a rise in the value of corn. 
Thus we have seen, that from the necessity of having recourse suc- 
cessively to land of a worse and worse quality, in order to feed an 
increasing population, corn must rise in relative value to other 
things. If therefore money continue permanently of the same 
value, corn will exchange for more of such money, that is to say, it 
will rise in price. The same rise in the price of corn will be pro- 
duced by such improvement of machinery in manufactures, as shall 
enable us to manufacture commodities with peculiar six 
for the influx of money will be the consequence; it will fall in 
value, and therefore exchange for less corn. But the effects result- 
ing from a high price of corn when produced by the rise in the 
value of corn, and when caused by a fall in the value of money, 
are totally different. In both cases the money price of wages will 
rise, but if it be in consequence of the fall in the value of money, 
not only wages and corn, but all other commodities will rise. If 
the manufacturer has more to pay for wages, he will receive more 
for his manufactured goods, and the rate of profits will remain 
unaffected. But when the rise in the price of corn is the effect 
of the difficulty of production, profits will fall ; for the manufacturer 
will be obliged to pay more wages, and will not be enabled to remu- 
nerate himself by raising the price of his manufactured commodity. 

Any improvement in the facility of working the mines, by which 
the precious metals may be produced with a less quantity of labour, 
will sink the value of money generally. It will then exchange for 
fewer commodities in all countries ; but when any particular country 
excels in manufactures, so as to occasion an influx of money towards 
it, the value of money will be lower, and the prices of corn and 
labour will be relatively higher in that country than in any other. 

This higher value of money will not be indicated by the ex- 
change; bills may continue to be negotiated at par, although the 
prices of corn and labour should be 10, 20, or 30 per cent. higher 
in one country than another. Under the circumstances supposed, 
such a difference of prices is the natural order of things, and the 
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exchange can only be at par, when a sufficient quantity of money 
is introduced into the country excelling in manufactures, &0 as to 
raise the price of its corn and labour. If foreign countries should 
prohibit the exportation of money, and could successfully enforce 
obedience to such a law, they might indeed prevent the rise in the 
prices of the corn and labour of the manufacturing country; for 
such rise can only take place after the influx of the precious metals, 
supposing paper money not to be used; but they could not prevent 
the exchange from being very unfavourable to them. If England 
were the manufacturing country, and it were possible to prevent 
the importation of money, the exchange with France, Holland, and 
Spain, might be 5, 10, or 20 per cent. against those countries. 

Whenever the current of money is forcibly stopped, and when 
money is prevented from settling at its just level, there are no 
limite to the possible variations of the exchange. The effecte are 
similar to those which follow, when a paper money, not exchange- 
able for specie at the will of the holder, is forced into circulation. 
Such a currency is necessarily confined to the country where it is 
issued: it cannot, when too abundant, diffuse itself generally amongst 
other countries. The level of circulation is destroyed, and the ex- 
change will inevitably be unfavourable to the country where it is 
excessive in quantity: just so would be the effects of a metallic 
circulation, if by forcible means, by laws which could not be evaded, 
money should be detained in a country, when the stream of trade 
gave 1t an impetus towards other countries. 

When each country has precisely the quantity of money which 
it ought to have, money vill not indeed be of the same value in 
each, for with respect to many commodities it may differ 5, 10, or 
even 20 per cent., but the exchange will be at par. One hundred 
pounds in England, or the silver which is in 1007., will purchase 
a bill of 1007., or an equal quantity of silver in France, Spain, or 
Holland. 

In speaking of the exchange and the comparative value of money 
in different countries, we must not in the least refer to the value of 
money estimated in commodities, in either country. The exchange 
is never ascertained by estimating the comparative value of money 
in corn, cloth, or any commodity whatever, but by estimating the 
value of the currency of one country, in the currency of another. 

It may also be ascertained by comparing it with some standard 
common to both countries. If a bill on England for 100/. will 
purchase the same quantity of goods in France or Spain, that a bill 
on Hamburgh for the same sum will do, the exchange between 
Hamburgh and England is at par; but if a bill on England for 
130/. will purchase no more than a bill on Hamburgh for 100/., the 
exchange is 30 per cent. against England. 

In England 1007. may purchase a bill, or the right of receiving 
. 1014 in Holland, 102}. in France, and 105/. in Spain. The ex- 
change with England is, in that case, said to be 1 per cent. against 
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' Holland, 2 per cent. against France, and 5 per cent. against Spain. 
It indicates that the level of currency is higher than it should be 
in those countries, and the comparative value of their currencies, 
and that of England, would be immediately restored to par, by ex- 
tracting from theirs, or by adding to that of England. 

Those who maintain that our currency was depreninted during 
the last ten years, when the exchange varied from 20 to 30 per 
cent. against this country, have never contended, as they have been 
accused of doing, that money could not be more valuable in one 
country than another, as compared with various commodities ; but 
they did contend, that 130/. could not be detained in England, 
unless it was depreciated, when it was of no more value, estimated 
in the money of Hamburgh, or of Holland, than the bullion in 1001. 

By sending 130 good English pounds sterling to Hamburgh, 
even at an expense of 5/., I should be possessed there of 1251. ; 
what then could make me consent to give 130l. for a bill which 
would give me 100/. in Hamburgh, but that my pounds were not 

ood pounds sterling ?—they were deteriorated, were degraded in 
intrinsic value below the pounds sterling of Hamburgh, and if 
actually sent there, at an expense of 5l., would sell only for 100/. 
With metallic pounds sterling, it is not denied that my 1307. would 
procure me 125/. in Hamburgh, but with paper pounds sterling I 
can only obtain 100/.; and yet it was maintained that 1302. in 
paper, was of equal value with 130/. in silver or gold. 

Some indeed more reasonably maintained, that 130/. in paper 
was not of equal value with 1307. in metallic money; but they 
said that it was the metallic money which had changed its value, 
and not the paper money. They wished to confine the meaning 
of the word depreciation to an actual fall of value, and not to a 
comparative difference between the value of money, and the stand- 
ard by which by law it is regulated. €ne hundred pounds of 
English money was formerly of equal value with, and could pur- 
chase 1004. of Hamburgh money: in any other country a bill of 
1004. on England, or on Hamburgh, could purchase precisely the 
same quantity of commodities. To obtain the same things, I was 
lately obliged to give 1307. English money, when Hamburgh could 
obtain them for 1007. Hamburgh money. If English money was 
of the same value then as before, Hamburgh money must have 
risen in value. But where is the proof of this? How is it to be 
ascertained whether English money has fallen, or Hamburgh money 
has risen? there is no standard by which this can be determined. 
It is a plea which admits of no proof, and can neither be positively 
affirmed, nor positively contradic: The nations of the world 
must have been early convinced, that there was no standard of 
value in nature, to which they might unerringly refer, and there- 
fore chose a medium, which on the whole appeared to them less 
variable than any other commodity. 

To this standard we must conform till the law is changed, and 
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till some other commodity is discovered, by the use of which we 
shall obtain a more perfect standard than that which we have 
established. While gold is exclusively the standard in this country, 
money will be depreciated, when a pound sterling is not of equal 
value with 5 dwts. and 3 grs. of standard gold, and that, whether 
gold rises or falls in general value. 


[ 87 ] 


CHAPTER VIII. 


ON TAXES. 


TAXES are a portion of the produce of the land and labour of a 
country, placed at the disposal of the government ; and are always 
ultimately paid, either from the capital, or from the revenue of the 
country. 

We have already shown how the capital of a country is either 
fixed or circulating, according as it is of a more or of a less durable 
nature. It is difficult to define strictly, where the distinction 
between circulating and fixed capital begins; for there are almost 
infinite degrees in the durability of capital. The food of a country 
is consumed and reproduced at least once in every year; the cloth- 
ing of the labourer is probably not consumed and reproduced in 
less than two years; whilst his house and furniture are calculated 
to endure for a period of ten or twenty years. 

When the annual productions of a country more than replace its 
annual consumption, it is said to increase its capital; when its 
annual consumption is not at least replaced by its annual produc- 
tion, it is said to diminish its capital. Capital may therefore be 
increased by an increased production, or by a diminished unpro- 
ductive consumption. 

If the consumption of the government, when increased by the 
levy of additional taxes, be met either by an increased production, 
or by a diminished consumption on the part of the people, the taxes 
will fall upon revenue, and the national capital will remain unim- 
paired ; but if there be no increased production or diminished 
unproductive consumption on the part of the people, the taxes will 
necessarily fall on capital, that is to say, they will impair the fund 
allotted to productive consumption.* 

In proportion as the capital of a country is diminished, its pro- 
ductions will be necessarily diminished ; and, therefore, if the same 


* It must be understood that all the productions of a country are consumed ; but 
it makes the greatest difference imaginable whether they are consumed by those who 
reproduce, or by those who do not reproduce another value. When we say that 
revenue is saved, and added to capital, what we mean is, that the portion of revenue, 
so said to be added to capital, is consumed by productive instead of unproductive 
labourers. There can be no greater error than in supposing that capital is increased 
by non-consumption. If the price of labour should rise so high, that notwithstanding 
the increase of capital, no more could be employed, I should say that such increase 
of capital would be still unproductively consumed. 
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unproductive expenditure on the part of the people and of the 
government continue, with a constantly diminishing annual re- 
production, the resources of the people and the state will fall away 
with increasing rapidity, and distress and ruin will follow. 

Notwithstanding the immense expenditure of the English govern- 
ment during the fast twenty years, there can be little doubt but 
that the increased production on the I s of the people has more 
than compensated for it. The national capital has not merely been 
unimpaired, it has been greatly increased, and the annual revenue 
of the people, even after the payment of their taxes, is probably 
greater at the present time than at any former period of our history. 

For the proof of this, we might refer to the increase of population 
—to the extension of agriculture—to the increase of shipping and 
manufactures—to the building of docks—to the opening of numerous 
canals, as well as to many other expensive undertakings; all de- 
noting an increase both of capital and of annual production. 

Still, however, it 18 certain, that but for taxation, this increase 
of capital would have been much greater. There are no taxes 
which have not a tendency to lessen the power to accumulate. All 
taxes must either fall on capital or revenue. If they encroach on 
capital, they must bp aah diminish that fund by whose 
extent the extent of the productive industry of the country must 
always be regulated; and if they fall on revenue, they must either 
lessen accumulation, or force the contributors to save the amount 
of the tax, by making a corresponding diminution of their former 
unproductive consumption of the necessaries and luxuries of life. 
Some taxes will produce these effects in a much greater degree 
than others; but the great evil of taxation is to be found, not so 
much in any selection of its objects, as in the general amount of 
its effects taken collectively. 

Taxes are not necessarily taxes on capital, because they are laid 
on capital; nor on income, because they are laid on income. If 
from my income of 1000/. per annum, I am required to pay 1001, 
it will really be a tax on my income, should I be content with the 
expenditure of the remaining 900/.; but it will be a tax on capital, 
if I continue to spend 10002. 

The capital from which my income of 10007. is derived, may be 
of the value of 10,000/.; a tax of one per cent. on such capital 
would be 1004. ; but my capital would be unaffected, if, after paying 
this tax, I in like manner contented myself with the expenditure 
of 9001. 

The desire which every man has to keep his station in life, and 
to maintain his wealth at the height which it has once attained, 
occasions most taxes, whether laid on capital or on income, to be 
paid from income; and, therefore, as taxafion proceeds, or as 
government increases its expenditure, the annual enjoyments of the 
people must be diminished, unless they are enabled proportionally 
to increase their capitals and income. It should be the policy of 
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governments to encourage a disposition to do this in the people, 
and never to lay such taxes as will inevitably fall on capital; eince, 
by so doing, they impair the funds for the maintenance of labour, 
and thereby diminish the future production of the country. 

In England this policy has been neglected, in taxing the pro- 
bates of wills, in the legacy duty, and in all taxes affecting the 
transference of property from the dead to the living. If a legacy 
of 1000/. be subject to a tax of 1007., the legatee considers his 
legacy as only 900/. and feels no particular motive to save the 100/. 
duty from his expenditure, and thus the capital of the country is 
diminished ; but if he had really received 1000/., and had been 
required to pay 100/. as a tax on income, on wine, on horses, or on 
servants, he would probably have diminished, or rather not in- 
creased his expenditure by that sum, and the capital of the country 
would have been unimpaired. 

* Taxes upon the transference of property from the dead to the 
living," says Adam Smith, “ fall finally, as well as immediately, 
upon the persons to whom the property is transferred. Taxes on 
the sale of land fall altogether upon the seller. The seller is almost 
always under the necessity of selling, and must, therefore, take such 
a price as he can get. The buyer is scarce ever under the neces- 
sity of buying, and will, therefore, only give such a price as he 
likes. He considers what the land will cost him in tax and price 
together. The more he is obliged to pay in the way of tax, the 
less he will be disposed to give in the way of price. Such taxes, 
therefore, fall almost always upon a necessitous person, and must, 
therefore, be very crucl and oppressive.” “Stamp duties, and 
duties upon the registration of bod. and contracts for borrowed 
money, fall altogether upon the borrower, and in fact are always 
paid by him. Duties of the same kind upon law proceedings fall 
upon the suitors. They reduce to both the capital value of the 
subject in dispute. The more it costs to acquire any property, the 
less must be the neat value of it when acquired. All taxes upon 
the transference of property of every kind, so far as they diminish 
the capital value of that property, tend to diminish the funds des- 
tined for the maintenance of labour. They are all more or less 
unthrifty taxes, that increase the revenue of the sovereign, which 
seldom maintains any but unproductive labourers, at the expense 
of the capital of the people, which maintains none but productive." 

Dut this is not the only objection to taxes on the transference of 
property ; they prevent the national capital from being distributed 
in the way most beneficial to the community. For the general 
prosperity, there cannot be too much facility given to the convey- 
ance and exchange of all kinds of property, as it is by such means 
that capital of every specics is likely to find its way into the hands 
of those who will best employ it in increasing the productions of 
the country. “Why,” asks M. Say, “does an individual wish to 
scll his land? it is because he has another employment in view in 
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which his funds will be more productive. Why does another wish 
to purchase this same land? it is to employ a capital which brings 
him in too little, which was unemployed, or the use of which he 
thinks susceptible of improvement. This exchange will increase 
the general income, since it mcreases the income of these parties. 
But 1f the charges are so exorbitant as to prevent the exchange, 
they are an obstacle to this increase of the general income." Those 
taxes, however, are easily collected; and this by many may be 
thought to afford some compensation for their injurious effects. 
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CHAPTER IX. 
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TAXES ON RAW PRODUCE. 


Havine in a former part of this work established, I hope satisfac- 
torily, the principle, that the price of corn is regulated by the cost 
of its production on that land exclusively, or rather with that 
capital exclusively, which pays no rent, it will follow that what- 
ever may increase the cost of roduction will increase the price; 
whatever may reduce it will lower the price. The necessity of 
cultivating poorer land, or of obtaining a less return with a given 
additional capital on land already in cultivation, will inevitably 
raise the exchangeable value of raw produce. The discovery of 
machinery, which will enable the cultivator to obtain his corn at a 
less cost of production, will necessarily lower its exchangeable 
value. Any tax which may be imposed on the cultivator, whether 
in the shape of land-tax, tithes, or a tax on the produce when ob- 
tained, will increase the cost of production, and will therefore raise 
the price of raw produce. 

If the price of raw produce did not rise so as to compensate the 
cultivator for the tax, he would naturally quit a trade where his 
profits were reduced below the general level of profits; this would 
occasion a diminution of supply, until the unabated demand should 
have produced such a rise in the price of raw produce, as to make 
the cultivation of it equally profitable with the investment of capital 
in any other trade. 

A rise of price is the only means by which he could pay the tax, 
and continue to derive the usual and general profits from this em- 
ployment of his capital. He could not deduct the tax from his 
rent, and oblige his landlord to pay it, for he pays no rent. He 
would not deduct it from his profits, for there is no reason why he 
should continue in an employment which yields small profits, when 
all other employments are yielding greater. There can then be no 
question, but that he will have the power of raising the price of 
raw produce by a sum equal to the tax. 

A tax on raw produce would not be paid by the landlord; it 
would not be paid by the farmer; but it would be paid, in an in- 
creased price, by the consumer. 

Rent, it should be remembered, is the difference between the 
produce obtained by equal portions of labour and capital employed 
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on land of the same or different qualities. It should be remembered, 
too, that the money rent of land, and the corn rent of land, do not 
vary in the same proportion. 

n the case of a tax on raw produce, of a land-tax, or tithes, the 
corn rent of land will vary, while the money rent will remain as 
before. 

If, as we have before supposed, the land in cultivation were of 
three qualities, and that with an equal amount of capital, 

180 qrs. of corn were obtained from land No. 1. 

170 2 x. drom- ec 9€ X 

100. 5. aw » €. rom x. 0309 3*^ 0» 
the rent of No. 1 would be 20 quarters, the difference between that 
of No. 8 and No. 1; and of No. 2, 10 quarters, the difference be- 
tween that of No. 3 and No. 2; while No. 3 would pay no rent 
whatever. 

Now, if the price of corn were 4l. per quarter, the money rent of 
No. 1 would be 80/., and that of No. 2, 40l. 

Suppose a tax of 8s. per quarter to be imposed on corn ; then 
the price would rise to 4/. 8s. ; and if the landlords obtained the 
same corn rent as before, the rent of No. 1 would be 88/. and that 
of No. 2, 44l. But they would not obtain the same corn rent; the 
tax would fall heavier on No. 1 than on No. 2, and on No. 2 than 
on No. 3, because it would be levied on a greater quantity of corn. 
It is the difficulty of production on No. 3 which regulates price ; 
and corn rises to 4/. 8s., that the profits of the capital employed on 
No. 3 may be on a level with the general profits of stock. 

: ren produce and tax on the three qualities of land will be as 
ollows : 


No. 1, yielding 180 qrs at 4l. 8s. per qr. . . . L.792 
Deduct the value of 16.3 or 8s. per qr. on 180 qrs.. . 12 
Net corn produce 163.7 Net money produce L.720 

No. 2, yielding 170 qrs. at 4l. 8s. per qr. . . . L.748 

qrs. at 4/. 8s. or 8s. per qr. 
Deduct the value of 15.4 on 170 grs. .... 68 
Net corn produce 154.6 Net money produce 1.680 
No. 3, yielding 160 qrs.at 4.85. . . . . . . L704 
qrs. at 4l. 8s. or 88. per qr. 
Deduct the value of 14.5 OROIBO irr RN. 64 
Net corn produce 145.5 Net money produce L.640 


The money rent of No. 1 would continue to be 80/., or the differ- 
ence between 640/.and 720/.; and that of No.2, 40/., or the difference 
between 640/. and 680/., precisely the same as before; but the corn 
rent will be reduced from 20 quarters on No. 1, to 18.2 quarters, the 
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difference between 145.5 and 163.7 quarters, and that on No. 2 from 
10 to 9.1 quarters, the difference between 145.5 and 154.6 quarters. 

A tax on corn, then, would fall on the consumers of corn, and 
would raise its value, as compared with all other commodities, in a 
degree proportioned to the tax. In proportion as raw produce 
entered into the composition of other commodities, would their 
value also be raised, unless the tax were countervailed by other 
causes. "They would in fact be indirectly taxed, and their value 
would rise in proportion to the tax. 

A tax, however, on raw produce, and on the necessaries of the 
labourer, would have another effect —it would raise wages. From 
the effect of the principle of population on the increase of mankind, 
wages of the lowest kind never continue much above that rate 
which nature and habit demand for the support of the labourers. This 
class is never able to bear any conederab e proportion of taxation ; 
and, consequently, if they had to pay 8s. per quarter in addition for 
wheat, and in some smaller proportion for other necessaries, they 
would not be able to subsist on the same wages as before, and to 
or up the race of labourers. Wages would inevitably and neces- 

ily rise ; and, in proportion as they rose, profits would fall. Go- 
vernment would receive a tax of 8s. per quarter on all the corn 
consumed in the country, a part of which would be paid directly by 
the consumers of corn; the other part would be paid indirectly 
by those who employed labour, and would affect profits in the same 
manner as if wages had been raised from the increased demand for 
labour compared with the supply, or from an increasing difficulty 
of obtaining the food and necessaries required by the labourer. 

In as far as the tax might affect consumers, it would be an equal 
tax, but in as far as it would affect profits, it would be a partial 
tax; for it would neither operate on the landlord nor on the stock- 
holder, since they would continue to receive, the one the same money 
rent, the other the same money dividends as before. A tax on 
the produce of the land then would operate as follows :— 


Ist, It would raise the price of raw produce by a sum equal to 
the tax, and would therefore fall on each consumer in 
proportion to his consumption. 

2dly, It would raise the wages of labour, and lower profits. 


It may then be objected against such a tax, 

lst, That by raising the wages of labour, and lowering profits, it 
is an unequal tax, as affects the income of the farmer, 
trader, and manufacturer, and leaves untaxed the income 
of the landlord, stockholder, and others enjoying fixed 
incomes. 

2dly, That there would be a considerable interval between the rise 
in the price of corn and the rise of wages, during which 
much distress would be experienced by the labourer. 
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3dly, That raising wages and lowering profits is a discour- 
agement to accumulation, and acts in the same way as a 
natural poverty of soil. 

4thly, That by raising the price of raw produce, the prices of all 
commoditics into which raw produce enters, would be 
raised, and that therefore we should not meet the foreign 
manufacturer on equal terms in the general market. 


With respect to the first objection, that by raising the wages of 
labour and lowering profits, it acts unequally, as it affects the in- 
come of the farmer, trader, and manufacturer, and leaves untaxed 
the income of the landlord, stockholder, and others enjoying fixed 
incomes,—it may be answered, that if the operation of the tax be 
unequal it is for the legislature to make it equal, by taxing directly 
the rent of land, and the dividends from stock. By so doing, 
all the objects of an income tax would be obtained, without the in- 
convenience of having recourse to the obnoxious measure of prying 
into every man’s concerns, and arming commissioners with powers 
repugnant to the habits and feelings of a free country. 

ith respect to the second objection, that there would be a con- 
siderable interval between the rise of the price of corn and the rise 
of wages, during which much distress would be experienced by the 
lower classes,—I answer, that under different circumstances, wages 
follow the price of raw produce with very different degrees of cele- 
rity; that in some cases no effect whatever is produced on wages 
by a rise of corn; in others, the rise of wages precedes the rise in the 
price of corn; again, in some the effect on wages is slow, and in 
others rapid. 

Those who maintain that it is the price of necessaries which re- 
gulates the price of labour, always allowing for the particular state 
of progression in which the society may be, seem to have conceded 
too readily, that a rise or fall in the price of necessaries will be 
very slowly succeeded by a rise or fall of wages. A high price of 

rovisions may arise from very different causes, and may accord- 
ingly produce very different effects. It may arise from 


lst, A deficient supply. 

2d, From a gradually increasing demand, which may be ulti- 
mately attended with an increased cost of production. 

3dly, From a fall in the value of money. 

4thly, From taxes on necessaries. 


These four causes have not been sufficiently distinguished and 
separated by those who have inquired. into the influence of a high 
price of necessaries on wages. We will examine them severally. 

A bad harvest will produce a high price of provisions, and the high 
price is the only means by which the consumption is compelled to 
conform to the state of the supply. If all the purchasers of corn 
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were rich, the price might rise to any degree, but the result would 
remain unaltered; the price would at last be so high, that the least 
rich would be obliged to forego the use of a part of the quantity 
which they usually consumed, as by diminished consumption alone 
the demand could be brought down to the limits of the supply. 
Under such circumstances no policy can be more absurd, than that 
of forcibly regulating money wages by the price of food, as is fre- 
quently done, by misapplication of the poor laws. Such a measure 
affords no real relief to the labourer, because its effect is to raise 
still higher the price of corn, and at last he must be obliged to limit 
his consumption in proportion to the limited supply. In the natural 
course of affairs a deficient supply from bad seasons, without any 
pernicious and unwise interference, would not be followed by arise 
of wages. The raising of wages is merely nominal to those who 
receive them; it increases the competition in the corn market, and 
its ultimate effect is to raise the profits of the growers and dealers 
in corn. The wages of labour are really regulated by the propor- 
tion between the supply and demand of necessaries, and the supply 
and demand of labour; and money is merely the medium, or mea- 
sure, in which wages are expressed. In this case, then, the distress 
of the labourer is unavoidable, and no legislation can afford a re- 
medy, except by the importation of additional food, or by adopting 
the most useful substitutes. 

When a high price of corn is the effect of an increasing demand, 
it is always preceded by an increase of wages, for demand cannot 
increase, without an increase of means in the people to pay for that 
which they desire. An accumulation of capital naturally produces 
an increased competition us. the employers of labour, and a 
consequent rise in its price. The increased wages are not always 
immediately expended on food, but are first made to contribute to 
the other enjoyments of the labourer. His improved condition, how- 
ever, induces, and enables him to marry, and then the demand for 
food for the support of his family naturally supersedes that of those 
other enjoyments on which his wages were temporarily expended. 
Corn rises, then, because the demand for it increases, because there 
are those in the society who have improved means of paying for it ; 
and the profits of the farmer will be raised above the general level 
of profits, till the requisite quantity of capital has been employed on 
its production. Whether, after this has taken place, corn shall 
again fall to its former price, or shall continue permanently higher, 
will depend on the quality of the land from which the increased 
quantity of corn has been supplied. If it be obtained from land of 
the same fertility as that which was last in cultivation, and with no 
greater cost of labour, the price will fall to its former state; if from 

oorer land, it will continue permanently higher. The high wages 
in the first instance proceeded from an increase in the demand for 
labour: inasmuch as it encouraged marriage, and supported chil- 
dren, it produced the effect of increasing the anly of labour. 
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But when the supply is obtained, wages will again fall to their for- 
mer price, if corn has fallen to its former price: to a higher than 
the former price, if the increased supply of corn has been produced 
from land of an inferior quality. A high price is by no means 
incompatible with an abundant supply: the price is permanently 
high, not because the quantity is deficient, but because there has 
been an increased cost in producing it. It generally happens, 
indeed, that when a stimulus has been given to population, an effect 
1s produced beyond what the case requires; the population may be, 
and generally is, so much increased as, notwithstanding the increased 
demand for labour, to bear a greater proportion to the funds for 
maintaining labourers than before the increase of capital. In this 
case a reaction will take place, wages will be below their natural level, 
and will continue so, till the usual proportion between the supply 
and demand has been restored. In this case, then, the rise in the 
price of corn is preceded by a rise of wages, and therefore entails 
no distress on the labourer. 

A fall in the value of money, in consequence of an influx of the 
precious metals from the mines, or from the abuse of the privileges 
of banking, is another cause for the rise of the price of food ; but 
it wil make no alteration in the quantity produced. It leaves 
undisturbed too the number of labourers, as well as the demand for 
them; for there will be neither an increase nor a diminution of 
capital. The quantity of necessaries to be allotted to the labourer, 
depends on the comparative demand and supply of necessaries, 
with the comparative demand and supply of labours money being 
only the medium in which the quantity is expressed ; and as neither 
of these is altered, the real reward of the labourer will not alter. 
Money wages will rise, but they will only enable him to furnish 
himself with the same quantity of necessaries as before. Those 
who dispute this principle, are bound to show why an increase of 
money should not have the same effect in raising the price of labour, 
the quantity of which has not been increased, as they acknowledge 
it would have on the price of shoes, of hats, and of corn, if the 
quantity of those commodities were not increased. The relative 
market value of hats and shoes is regulated by the demand and 
supply of hats, compared with the demand and supply of shoes, 
and money is but the medium in which their value is expressed. 
If shoes be doubled in price, hats will also be doubled in price, and 
they will retain the same comparative value. So if corn and all 
the necessaries of the labourer be doubled in price, labour will be 
doubled in price also; and while there is no interruption to the 
usual demand and supply of necessaries and of labour, there can be 
no reason why they should not preserve their relative value. 

Neither a fall in the value of money, nor a tax on raw pro- 
duce, though each will raise the price, will necessarily interfere with 
the quantity of raw produce, or with the number of people, who 
are both able to purchase, and willing to consume it. It is very 
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easy to perceive why, when the capital of a country increases irre- 
gularly, wages should rise, whilst the price of corn remains sta- 
tionary, or rises in a less proportion; and why, when the capital 
of a country diminishes, wages should fall whilst corn remains 
stationary, or falls in a much less proportion, and this too for a 
considerable time; the reason is, because labour is a commodity 
which cannot be increased and diminished at pleasure. If there 
are too few hats in the market for the demand, the price will rise, 
but only for a short time; for in the course of one year, by em- 
ploying more capital in that trade, any reasonable addition may be 
made to the quantity of hats, and therefore their market price 
cannot long very much exceed their natural price; but it is not so 
with men; you cannot increase their number in one or two years 
when there 1s an increase of capital, nor can you rapidly diminish 
their number when capital is in a retrograde state; and, therefore, 
the number of hands increasing or diminishing slowly, whilst the 
funds for the maintenance of labour increase or diminish rapidly, 
there must be & considerable interval before the price of labour 1s 
exactly regulated by the price of corn and necessaries; but in the 
case of a fall in the value of money, or of a tax on corn, there is 
not necessarily any excess in the supply of labour, nor any abate- 
ment of demand, and therefore there can be no reason why the 
labourer should sustain a real diminution of wages. 

A tax on corn does not necessarily diminish the quantity of corn, 
it only raises its money price; it docs not necessarily diminish the 
demand compared with the supply of labour; why then should it 
diminish the portion paid to the labourer? Suppose it true that 
it did diminish the quantity given to the labourer, in other words, 
that it did not raise his money wages in the same proportion as 
the tax raised the price of the corn which he consumed ; would not 
the supply of corn exceed the demand ?—would it not fall in price? 
and would not the labourer thus obtain his usual portion? In such 
case, indeed, capital would be withdrawn from agriculture; for if 
the price were not increased by the whole amount of the tax, 
agricultural profits would be lower than the general level of profits, 
and capital would seek a more advantageous employment. In 
regard, then, to a tax on raw produce, which is the point under 
discussion, it appears to me that no interval which could bear 
oppressively on the labourer, would elapse between the rise in the 
price of raw produce, and the rise in the wages of the labourer; 
and that therefore no other inconvenience would be suffered by this 
class, than that which they would suffer from any other mode of 
taxation, namely, the risk that the tax might infringe on the funds 
destined for the maintenance of labour, and might therefore check 
or abate the demand for it. 

With respect to the third objection against taxes on raw produce, 
namely, that the raising wages, and lowering profits, is a dis- 
couragement to accumulation, and acts in the same way as a natural 
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poverty of soil; I have endeavoured to show in another part of this 
work that savings may be as effectually made from expenditure as 
from production ; from a reduction in the value of commodities, as 
from a rise in the rate of profits. By increasing my profits from 
1000/. to 1,2007, whilst prices continue the same, my power of in- 
creasing my capital by savings is increased, but it is not increased 
BO mu as it would be if my profits continued as before, whilst 
commodities were so lowered in price, that 800/. would procure me 
as much as 1000/7. purchased before. 

Now the sum required by the tax must be raised, and the ques- 
tion simply is, whether the same amount shall be taken from indi- 
viduals by diminishing their profits, or by raising the prices of the 
commodities on which their profits will be expended. 

Taxation under every form presents but a choice of evils; if it 
do not act on profit, or other sources of income, it must act on ex- 
penditure; and provided the burthen be equally borne, and do not 
repress reproduction, it is indifferent on which it is laid. Taxes on 
production, or on the profits of stock, whether applied immediately 
to profits, or indirectly, by taxing the land or its produce, have this 
advantage over other taxes; that, provided all other income be 
taxed, no class of the community can escape them, and each con- 
tributes according to his means. 

From taxes on expenditure a miser may escape; he may have 
an income of 10,000/. per annum, and expend only 300/. ; but from 
taxes on profits, whether direct or indirect, he cannot escape; he 
will contribute to them either by giving up a part, or the value of 
a part of his produce; or by the advanced prices of the necessaries 
essential to production, he will be unable to continue to accumulate 
at the same rate. He may, indeed, have an income of the same 
value, but he will not have the same command of labour, nor of an 
equal quantity of materials on which such labour can be exercised. 

If a country is insulated from all others, having no commerce 
with any of its neighbours, it can in no way shift any portion of 
its taxes from itself. A portion of the produce of its land and 
labour will be devoted to the service of the State; and I cannot 
but think that, unless it presses unequally on that class which ac- 
cumulates and saves, it will be of little importance whether the 
taxes be levied on profits, on agricultural, or on manufactured com- 
modities. If my revenue be 1000}. per annum, and I must pay 
taxes to the amount of 100/., it is of little importance whether I 
pay it from my revenue, leaving myself only 900/., or pay 1007. in 
addition for my agricultural commodities, or for my manufactured 
goods. If100/. is my fair proportion of the expenses of the country, 
the virtue of taxation consists in making sure that I shall pay that 
1007, neither more nor less; and that cannot be effected in any 
manner so securely as by taxes on wages, profits, or raw produce. 

The fourth and last objection which remains to be noticed is: 
That by raising the price of raw produce, the prices of all commo- 
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dities into which raw produce enters will be raised, and that, 
therefore, we shall not meet the foreign manufacturer on equal terms 
in the general market. 

In the first place, corn and a// home commodities could not be 
materially raised in price without an influx of the precious metals ; 
for the same quantity of money could not circulate the same quan- 
tity of commodities at high as at low prices, and the precious metals 
never could be purchased with dear commodities. When more 
gold is required, it must be obtained by giving more, and not fewer 
commodities in exchange for it. Neither could the want of money 
be supplied by paper, for it is not paper that regulates the value of 
gold as a commodity, but gold that regulates the value of paper. 

nless, then, the value of gold could be lowered, no paper could be 
added to the circulation without being depreciated. And that the 
value of gold could not be lowered, appears clear, when we consider 
that the value of gold as a commodity must be regulated by the 
quu of goods which must be given to foreigners in exchange 
orit. When gold is cheap, commodities are dear; and when gold 
is dear, commodities are cheap, and fall in price. Now as no cause 
is shown why foreigners should sell their gold cheaper than usual, 
it does not appear probable that there wodi be any influx of gold. 
Without such an influx there can be no increase of quantity, no 
fall in its value, no rise in the general price of goods.* 

The probable effect of a tax on raw produce, would be to raise 
the price of raw produce, and of all commodities in which raw 
produce entered, but not in any degree proportioned to the tax ; 
while other commodities in which no raw produce entered, such as 
articles made of the metals and the earths, would fall in price: 
so that the same quantity of money as before would be adequate 
to the whole circulation. 

A tax which should have the effect of raising the price of all 
home productions, would not discourage exportation, except during 
a very limited time. If they were raised in price at home, they 
could not indeed immediately be profitably exported, because they 
would be subject to a burthen here from which abroad they were 
free. The tax would produce the same effect as an alteration in 
the value of money, which was not general and common to all 
countries, but confined to a single one. If England were that 
country, she might not be able to sell, but she would be able to 
buy, because importable commodities would not be raised in price. 
Under these circumstances nothing but money could be exported 
in return for foreign commodities, but this is a trade which could 
not long continue ; a nation cannot be exhausted of its money, for 
after a certain quantity has left it, the value of the remainder will 
rise, and such a price of commodities will be the consequence, that 


* [t may be doubted whether commodities, raised in price, merely by taxation, 
would require any more money for their circulation. I believe they would not. 
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they will again be capable of being profitably exported. "When 
money had risen, therefore, we should no longer export it in return 
for goods, but we should export those manufactures which had first 
been raised in price, by the rise in the price of the raw produce 
from which they were made, and then again lowered by the ex- 
portation of money. 

But it may be objected, that when money so rose in value, it 
would rise with respect to foreign as well as home commodities, and 
therefore that all encouragement to import foreign goods would 
cease. "Thus, suppose we imported goods which cost 100/. abroad, 
and which sold for 1201. here, we should cease to import them, when 
the value of money had so risen in England, that they would only 
sell for 1007. here: this, however, could never happen. The mo- 
tive which determines us to import a commodity, is the discovery 
of its relative cheapness abroad: it is the comparison of its price 
abroad with its price at home. If a country export hats, and im- 
pu: cloth, it does so because it can obtain more cloth by making 

ats and exchanging them for cloth, than if it made the cloth it- 
self. If the rise of raw produce occasions any increased cost of 

roduction in making hats, it would occasion also an increased cost 
in making cloth. If, therefore, both commodities were made at 
home, they would both rise. One, however, being a commodity 
which we import, would not rise, neither would it fall, when the 
value of money rose; for by not falling it would regain its natural 
relation to the exported commodity. The rise of raw produce 
makes a hat rise from 30 to 33 shillings, or 10 per cent. : the same 
cause, if we manufactured cloth, would make it rise from 20s. to 
228. pe yard. This rise does not destroy the relation between cloth 
and hats; a hat was, and continues to be, worth one yard and a half 
of cloth. But if we import cloth, its price will continue uniformly at 
20s. per yard, unaffected first by the fall, and then by the rise in 
the value of money ; whilst hats, which had risen from 30s. to 33s., 
will again fall from 33s. to 30s., at which point the relation between 
cloth and hats will be restored. 

To simplify the consideration of this subject, I have been sup- 
posing that a rise in the value of raw materials would affect, in an 
equal proportion, all home commodities; that if the effect on one 
were to raise it 10 per cent., it would raise all 10 per cent. ; but as 
the value of commodities is very differently made up of raw mate- 
rial and labour ; as some commodities, for instance, all those made 
from the metals, would be unaffected by the rise of raw produce 
from the surface of the earth, it is evident that there would be the 
greatest variety in the effects produced on the value of commodi- 
ties, by a tax on raw produce. As far as this effect was produced, 
it would stimulate or retard the exportation of particular commo- 
dities, and would undoubtedly be attended with the same incon- 
venience that attends the taxing of commodities ; it would destroy 
the natural relation between the value of each. Thus the natural 
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price of a hat, instead of being the same as a yard and a half of 
cloth, might only be of the value of a yard and a quarter, or it 
might be of the value of a yard and three quarters, and there- 
fore rather a different direction might be given to foreign trade. 
All these inconveniences would probably not interfere with the 
value of the exports and imports; they would only prevent the 
very best distribution of the capital of the whole world, which is 
never so well regulated, as when every commodity is freely allowed 
to settle at its natural price, unfettered by artificial restraints. 

Although, then, the rise in the price of most of our own commo- 
dities would for a time check exportation generally, and might 
permanently prevent the exportation of a few commodities, it could 
not materially interfere with foreign trade, and would not place us 
under any comparative disadvantage as far as regarded competition 
in foreign markets. 
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CHAPTER X. 


TAXES ON RENT. 


A TAX on rent would affect rent only; it would fall wholly on 
landlorde, and could not be shifted to any class of consumers. The 
landlord could not raise his rent, because he would leave unaltered 
the difference between the produce obtained from the least produc- 
tive land in cultivation, and that obtained from land of every other 
quality. Three sorts of land, No. 1, 2, and 3, are in cultivation, 
and yield respectively, with the same labour, 180, 170, and 160 
quarters of sheal ; but No. 3 pays no rent, and is therefore untaxed : 
the rent then of No. 2 cannot be made to exceed the value of ten, 
nor No. 1 of twenty, quarters. Such a tax could not raise the 
price of raw produce, because, as the cultivator of No. 3 pays neither 
rent nor tax, he would in no way be enabled to raise the price of 
the commodity produced. A tax on rent would not discourage the 
cultivation of fresh land, for such land pays no rent, and would be 
untaxed. If No. 4 were taken into cultivation, and yielded 150 
quarters, no tax would be paid for such land; but it would create 
a rent of ten quarters on No. 3, which would then commence pay- 
ing the tax. 

A tax on rent, as rent is constituted, would discourage cultivation, 
because it would be a tax on the profits of the landlord. The term 
rent of land, as I have elsewhere observed, is applied to the whole 
amount of the value paid by the farmer to his landlord, a part only 
of which is strictly rent. The buildings and fixtures, and other 
expenses paid for by the landlord, form strictly a part of the stock 
of the farm, and must have been furnished by the tenant, if not 
d by the landlord. Rent is the sum paid to the landlord 
or the use of the land, and for the use of the land only. The 
further sum that is paid to him under the name of rent, is for the 
use of the buildings, &c., and is really the profits of the landlord's 
stock. In taxing rent, as no distinction would be made between 
that part paid for the use of the land, and that paid for the use of 
the landlord's stock, a portion of the tax would fall on the land- 
lord's profits, and would, therefore, discourage cultivation, unless 
the price of raw produce rose. On that land, for the use of which 
no rent waa paid, a compensation under that name might be given 
to the landlord for the use of his buildings. "These buildings would 
not be erected, nor would raw produce Te grown on such land, till 
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the price at which it sold would not only pay for all the usual 
outgoings, but also this additional one of the tax. This part of the 
tax does not fall on the landlord, nor on the farmer, but on the 
consumer of raw produce. | 

There can be little doubt but that if a tax were laid on rent, 
landlords would soon find a way to discriminate between that 
which is paid to them for the use of the land, and that which is 
paid for the use of the buildings, and the improvements which are 
made by the landlord's stock. The latter would either be called 
the rent of house and buildings, or on all new land taken into 
cultivation, such buildings would be erected, and improvements 
would be made by the tenant, and not by the landlord. The 
landlord's capital might indeed be really employed for that pur- 

se; it might be nominally expended by the tenant, the landlord 
furious him with the means, either in the shape of a loan, or in 
the purchase of an annuity for the duration of the lease. Whether 
distinguished or not, there is a real difference between the nature 
of the compensations which the landlord receives for these different 
objects; and it 1s quite certain, that a tax on the real rent of land 
falls wholly on the landlord, but that a tax on that remuneration 
which the landlord receives for the use of his stock expended on 
the farm, falls, in à progressive country, on the consumer of raw 
produce. If a tax were laid on rent, and no means of separating 
the remuneration now paid by the tenant to the landlord under the 
name of rent, were adopted, the tax, as far as it regarded the rent 
on the buildings and other fixtures, would never fall for any length 
of time on the landlord, but on the consumer. The capital ex- 
pended on these buildings, &c., must afford the usual profit of 
stock; but it would cease to afford this profit on the land last 
cultivated, if the expenses of those buildings, &c., did not fall on 
the tenant; and if they did, the tenant would then cease to make 
his usual profits of stock, unless he could charge them on the con- 
sumer. 
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CHAPTER XI. 


TITHES. 


TITHES are a tax on the gross produce of the land, and, like taxes 
on raw produce, fall bollo 05 the consumer. They differ from a 
tax on rent, inasmuch as they affect land which such a tax would 
not reach; and raise the price of raw produce, which that tax 
would not alter. Lands of the worst quality, as well as of the best, 
pay tithes, and exactly in proportion to the quantity of produce 
obtained from them; tithes are therefore an equal tax. 

If land of the last quality, or that which pays no rent, and which 
regulates the price of corn, yield a sufficient quantity to give the 
farmer the usual profits of stock, when the price of wheat is 4l. per 
quarter, the price must rise to 4l. 8s. before the same profits can be 
obtained after the tithes are imposed, because for every quarter of 
wheat the cultivator must pay eight shillings to the church, and if 
he does not obtain the same profits, there is no reason why he 
should not quit his employment, when he can get them in other 
trades. 

The only difference between tithes and taxes on raw produce is, 

that one is a variable money tax, the other a fixed money tax. 
a stationary state of society, where there is neither increased nor 
diminished facility of producing corn, they will be precisely the 
same in their effects ; br, in such a state, corn will be at an in- 
variable price, and the tax will therefore be also invariable. In 
either a retrograde state, or in a state in which great improvements 
are made in agriculture, and where consequently raw produce will 
fall in value comparatively with other things, tithes will be a lighter 
tax than a permanent money tax; for if the price of corn should 
fall from 4l. to 3l, the tax would fall from eight to six shillings. 
In a progressive state of society, yet without any marked improve- 
menta in agriculture, the price of corn would rise, and tithes would 
be a heavier tax than a permanent money tax. If corn rose from 
4l. to 5/., the tithes on the same land would advance from eight to 
ten shillings. 

Neither tithes nor a money tax will affect the money rent of 
landlords, but both will materially affect corn rents. We have al- 
ready observed how a money tax operates on corn rents, and it is 
equally evident that a similar effect would be produced by tithes. 
If the lands, No. 1, 2, 3, respectively produced 180, 170, and 160 
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quarters, the rents might be on No. 1, twenty quarters, and on No. 
2, ten quarters; but they would no longer pe that proportion 
after the payment of tithes: for if a tenth be taken from each, the 
remaining produce will be 162, 153, 144, and consequently the corn 
rent of No. 1 will be reduced to eighteen, and that of No. 2 to nine 

uarters. But the price of corn would rise from 4. to 4/. 8s. 108d. ; 
for 144 quarters are to 4/. as 160 quarters to 4/. 8s. 104d., and con- 
sequently the money rent would continue unaltered; for on No 1 
it would be 80/.,* and on No. 2, 40/.f 

The chief objection against tithes is, that they are not a permanent 
and fixed tax, but increase in value, in proportion as the difficulty 
of producing corn increases. If those difficulties should make the 
price of corn 4l., the tax is 8s.; if they should increase it to 5/., the 
tax is 10s.; and at 6/. it is 12s. They not only rise in value, but 
they increase in amount: thus, when No. 1 was cultivated, the tax 
was only levied on 180 quarters; when No. 2 was cultivated, it was 
levied on 180 -+ 170, or 350 quarters; and when No. 3 was culti- 
vated, on 180 -+ 170 +- 160 = 510 quarters. Not only is the 
amount of tax increased from 100,000 quarters to 200,000 quarters, 
when the produce is increased from one to two millions of quarters ; 
but, owing to the increased labour necessary to produce the second 
million, the relative value of raw produce is so advanced, that the 
200,000 quarters may be, though only twice in quantity, yet in 
ers three times that of the 100,000 quarters which were paid 

efore. 

If an equal value were raised for the church by any other means, 
increasing in the same manner as tithes increase, proportionably 
with the difficulty of cultivation, the effect would be the same ; and 
therefore it is a mistake to suppose that, because they are raised on 
the land, they discourage cultivation more than an equal amount 
would do if raised in any other manner. The church would in both 
cases be constantly obtaining an increased portion of the net pro- 
duce of the land and labour of the country. In an improving state 
of society, the net produce of land is always diminishing in propor- 
tion to its gross produce ; but it is from the net income of a country 
that all taxes are ultimately paid, either in a progressive or in a 
stationary country. A tax increasing with the gross income, and 
falling on the net income, must necessarily be a very burdensome, 
and a very intolerable tax. Tithes are a tenth of the gross, and not 
of the net produce of the land, and therefore as society improves 
in wealth, they must, though the same proportion of the gross pro- 
duce, become a larger and Targer proportion of the net produce. 

Tithes, however, may be considered as injurious to landlords, 
inasmuch as they act as a bounty on importation, by taxing the 
growth of home corn, while the importation of foreign corn remains 
unfettered. And if, in order to relieve the landlords from the effects 
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of the diminished demand for land, which such a bounty must en- 
courage, imported corn were also taxed, in an equal degree with 
corn grown at home, and the produce paid to the State, no measure 
could be more fair and equitable; since whatever were paid to the 
State by this tax, would go to diminish the other taxes which the 
expenses of Government make necessary ; but if such a tax were 
devoted only to increase the fund paid to the church, it might in- 
deed on the whole increase the general mass of production, but it 
would diminish the portion of that mass allotted to the productive 
classes. 

If the trade of cloth were left perfectly free, our manufacturers 
might be able to sell cloth cheaper than we could import it. If a 
tax were laid on the home manufacturer, and not on the importer 
of cloth, capital might be injuriously driven from the manufacture 
of cloth to the manufacture of some other commodity, as cloth 
might then be imported cheaper than it could be made at home. 
If imported, cloth should also be taxed, cloth would again be manu- 
factured at home. The consumer first bought cloth at home, 
because it was cheaper than foreign cloth; he then bought foreign 
cloth, because it was cheaper untaxed than home cloth taxed: he 
lastly bought it again at home, because it was cheaper when both 
home and foreign.cloth were taxed. It is in the last case that he 
pays the greatest price for his cloth ; but all his additional payment 
is gained by the State. In the second case, he pays more than in 
the first, but all he pays in addition is not received by the State, 
it is an increased price caused by difficulty of production, which is 
incurred, because the easiest means of production are taken away 
from us, by being fettered with a tax. 
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CHAPTER XII. 


LAND-TAX. 


A LAND-TAX, levied in proportion to the rent of land, and vary- 
ing with every variation of rent, is in effect a tax on rent ; and as 
such a tax will not apply to that land which yields no rent, nor to 
the produce of that capital which is employed on the land with a 
view to profit merely, and which never pays rent; it will not in 
any way affect the price of raw produce, but will fall wholly on the 
landlords. In no respect would such a tax differ from a tax on 
rent. But if a land-tax be imposed on all cultivated land, however 
moderate that tax may be, it will be a tax on produce, and will 
therefore raise the price of produce. If No. 3 be the land last cul- 
tivated, although it should pay no rent, it cannot, after the tax, be 
cultivated, and afford the general rate of profit, unless the price of 
produce rise to meet the tax. Either capital will be withheld from 
that employment until the price of corn shall have risen, in conse- 
quence of demand, sufficiently to afford the usual profit; or if 
already employed on such land, it will quit it, to seek a more 
advantageous employment. The tax cannot be removed to the 
landlord, for by the supposition he receives no rent. Such a tax 
may be proportioned to the quality of the land and the abundance 
of its produce, and then it differs in no respect from tithes; or it 
may be a fixed tax per acre on all land cultivated, whatever its 
quality may be. 

A land-tax of this latter description would be a very unequal 
tax, and would be contrary to one of the four maxims with regard 
to taxes in general, to which, according to Adam Smith, all taxes 
should conform. The four maxims are as follow :— 


1. “The subjects of every state ought to contribute towards the 
support of the government, as nearly as possible in proportion 
to their respective abilities. 

2. * The tax which each individual is bound to pay ought to be 
certain, and not arbitrary. 

3. * Every tax ought to be levied at the time, or in the manner in 
which it is most likely to be convenient for the contributor to 


pay it. 
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4. * Every tax ought to be so contrived as both to take out and 
to keep out of the pockets of the people as little as possible, 
over and above what it brings into the public treasury of the 
State." 


An equal land-tax, imposed indiscriminately and without an 
regard to the distinction of ite quality, on all land cultivated, wi 
raise the price of corn in proportion to the tax paid by the culti- 
vator of the land of the worst quality. Lands of different quality, 
with the employment of the same capital, will yield very different 
quantities of raw produce. If on the land which yields a thousand 
quarters of corn with a given capital, a tax of 1007. be laid, corn 
will rise 28. per quarter to compensate the farmer for thetax. But 
with the same capital on land of a better quality, 2000 quarters 
may be produced, which at 2s. a quarter advance, would give 200/.; 
the tax, however, bearing equally on both lands, will be 100/. on 
the better as well as.on the inferior, and consequently the consumer 
of corn will be taxed, not only to pay the exigencies of the State, 
but also to give to the cultivator of the better land 100/. per annum 
during the period of his lease, and afterwards to raise the rent of 
the landlord to that amount. A tax of this description, then, would 
be contrary to the fourth maxim of Adam Smith,—it would take 
out and keep out of the pockets of the peor more than what it 
brought into the treasury of the State. The taille in France, before 
the Revolution, was a tax of this description ; those lands only were 
taxed which were held by an ignoble tenure, the price of raw pro- 
duce rose in proportion to the tax, and therefore they whose lands 
were not taxed were benefited by the increase of their rent. Taxes 
on raw produce, as well as tithes, are free from this objection: they 
raise the price of raw produce, but they take from each quality of 
land a contribution in proportion to its actual produce, and not in 
proportion to the produce of that which is the fet productive. 

rom the boxe dM view which Adam Smith took of rent, from 

his not having observed that much capital is expended in every 
country, on the land for which no rent is paid, he concluded that 
all taxes on the land, whether they were laid on the land itself in 
the form of land-tax or tithes, or on the produce of the land, or 
were taken from the profits of the farmer, were all invariably paid 
by the landlord, and that he was in all cases the real contributor, 
though the tax was, in general, nominally advanced by the tenant. 

* Taxes upon the produce of the land,” he says, “are in reality 
taxes upon the rent; and though they may be originally advanced 
by the farmer, are finally paid by the landlord. When a certain 
portion of the produce is to be paid away for a tax, the farmer 
computes as well as he can, what the value of this portion is, one 
year with another, likely to amount to, and he makes a proportion- 
able abatement in the rent which he agrees to pay to the landlord. 
There is no farmer who does not compute beforehand what the 
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church-tithe, which is a land-tax of this kind is, one year with 
another, likely to amount to.” It is undoubtedly true, that the 
farmer does calculate his probable outgoings of all descriptions, 
when agreeing with his landlord for the rent of his farm; and if, 
for the tithe paid to the church, or for the tax on the produce of 
the land, he were not compensated by a rise in the relative value 
of the produce of his farm, he would naturally endeavour to deduct 
them from his rent. But this is precisely the question in dispute : 
whether he will eventually deduct them from his rent, or be com- 
det us by a higher price of produce. For the reasons which 
ave been already given, I cannot have the least doubt but that 
they would raise the price of produce, and consequently that Adam 
Smith has taken an incorrect view of this important question. 

Dr Smith's view of this subject is probably the reason why he 
has described *the tithe, and every other land-tax of this kind, 
under the appearance of perfect equality, as very unequal taxes ; a 
certain portion of the produce being in different situations, equiva- 
lent to a very different portion of the rent.” I have endeavoured 
to show that such taxes do not fall with unequal weight on the 
different classes of farmers or landlords, as they are both compen- 
sated by the rise of raw.produce, and only contribute to the tax in 
Rel ba as they are consumers of raw produce. Inasmuch in- 

eed as wages, and through wages, the rate of profits are affected, 
landlords, instead of contributing their full share to such a tax, are 
the class peculiarly exempted. It is the profits of stock, from 
which that portion of the tax is derived which falls on those 
labourers, who, from the insufficiency of their funds, are incapable 
of paying taxes; this portion is exclusively borne by all those 
whose income is derived from the employment of stock, and there- 
fore it in no degree affects landlords. 

It is not to be inferred from this view of tithes, and taxes on the 
land and its produce, that they do not discourage cultivation. 
Every thing which raises the exchangeable value of commodities 
of any kind, which are in very general demand, tends to discourage 
both cultivation and production ; but this is an evil inseparable from 
all taxation, and 1s not confined to the particular taxes of which we 
are now speaking. 

This may be considered, indeed, as the unavoidable disadvantage 
attending all taxes received and expended by the State. Every 
new tax becomes a new charge on production, and raises natural 
price. A portion of the labour of the country which was before at 
the disposal of the contributor to the tax, is placed at the disposal 
of the State, and cannot therefore be employed productively. This 
portion may become so large, that sufficient surplus produce may 
not be left to stimulate the exertions of those who usually augment 
by their savings the capital of the State. "Taxation has happily 
never yet in any free country been carried so far as constantly from 
year to year to diminish its capital. Such a state of taxation could 
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not be long endured ; or if endured, it would be constantly absorb- 
ing so much of the annual produce of the country as to occasion 
the most extensive scene of misery, famine, and depopulation. 

* A land-tax," says Adam Smith, * which, like that of Great 
Britain, is assessed upon each district according to a certain in- 
variable canon, theach it should be equal at the time of its first 
establishment, necessarily becomes unequal in process of time, 
according to the unequal degrees of improvement or neglect in the 
cultivation of the difterent parts of the country. In England the 
valuation according to which the different counties and parishes 
were assessed to the land-tax by the 4th, William and Mary, was 
very uncqual, even at its first establishment. ‘This tax, therefore, 
so far offends against the first of the four maxims above mentioned. 
It is perfectly agreeable to the other three. It is perfectly certain. 
The time of payment for the tax being the same as that for the 
rent, is as convenient as it can be to the contributor. Though the 
landlord is in all cases the real contributor, the tax is commonly 
advanced by the tenant, to whom the landlord is obliged to allow it 
in the payment of the rent." 

If the tax be shifted by the tenant not on the landlord but on the 
consumer, then if it be not unequal at first, it can never become go; 
for the price of produce has been at once raised in proportion to the 
tax, and will afterwards vary no more on that account. It may 
offend, if unequal, as I have attempted to show that it will, against 
the fourth maxim above mentioned, but it will not offend against 
the first. It may take more out of the pockets of the people than 
it brings into the public treasury of the State, but it will not fall 
unequally on any particular class of contributors. M. Say appears 
to me to have mistaken the nature and effects of the English land- 
tax, when he says, “ Many persons attribute to this fixed valuation, 
the great prosperity of English agriculture. That it has very much 
contributed to it there can be no doubt. But what should we say to 
a Government, which, addressing itself to a small trader, should 
hold this language: * With a small capital you are carrying on a 
limited trade, and your direct contribution 1s in consequence very 
small. Borrow and accumulate capital; extend your trade, so that 
it may procure you immense profits; yet you shall never pay a 
greater contribution. Moreover, when your successors shall inherit 
your Pe and shall have further increased them, they shall not 
be valued higher to them than they are to you; and your successors 
shall not bear a greater portion of the public burdens.’ 

« Without doubt this would be a great encouragement given to 
manufactures and trade; but would it be just? Could not their 
advancement be obtained at any other price? In England itself, 
has not manufacturing and commercial industry made even greater 
progress, since the same period, without being distinguished with 
so much partiality ? A landlord by his assiduity, economy, and skill, 
increases his annual revenue by 5000 francs. If the State claim of 
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him the fifth part of his augmented income, will there not remain 
4000 francs of increase to stimulate hia further exertions ?" 

M. Say supposes, “ A landlord by his assiduity, economy, and 
skill, to increase his annual revenue by 5000 francs;" but a land- 
lord has no means of employing his assiduity, economy, and skill 
on his land, unless he farms it himself; and then it is in quality of 
capitalist and farmer that he makes the improvement, and not in 
quality of landlord. It is not conceivable that he could so augment 
the produce of his farm by any peculiar skill on his part, without 
first increasing the quantity of capital employed upon it. If he 
increased the capital, his larger revenue might bear the same pro- 
portion to his increased capital, as the revenue of all other farmers 
to their capitals. | 

If M. Say’s suggestion were followed, and the State were to 
claim the fifth part of the augmented income of the farmer, it would 
be a partial tax on farmers, acting on their profits, and not affecting 
the profits of those in other em bonn The tax would be paid 
by all lands, by those which yielded scantily as well as by those 
which yielded abundantly ; and on some lands there could be no 
compensation for it by deduction from rent, for no rent is paid. A 
partial tax on profits never falls on the trade on which it is laid, for 
the trader will either quit his employment, or remunerate himself 
for the tax. Now, those who pay no rent could be recompensed 
only by a rise in the price of produce, and thus would M. Say's 
diy iie tax fall on the consumer, and not either on the landlord 
or farmer. 

If the proposed tax were increased in proportion to the increased 
quantity or value of the gross produce obtained from the land, it 
would differ in nothing from tithes, and would equally be trans- 
ferred to the consumer. Whether then it fell on the gross or on the 
net produce of land, it would be equally a tax on consumption, 
and would only affect the landlord and farmer in the same way as 
other taxes on raw produce. F 

If no tax whatever had been laid on the land, and the same sum 
had been raised by any other means, agriculture would have 
flourished at least as well as it has done; for it is impossible that 
any tax on land can be an encouragement to agriculture ; a moderate 
tax may not, and probably does not, greatly prevent, but it cannot 
encourage production. The English Government has held no such 
language as M. Say has supposed. It did not promise to exempt 
the agricultural class and their successors from all future taxation, 
and to raise the further supplies which the State might require, 
from the other classes of society ; it said only, “in this mode we 
will no further burthen the land ; but we retain to ourselves the 
most perfect liberty of making you pay, under some other form, 
your full quota to the future exigencies of the State." 

Speaking of taxes in kind, or a tax of a certain proportion of the 
produce, which is precisely the same as tithes, M. Say says, ‘ This 
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mode of taxation appears to be the most equitable; there is, how- 


ever, none which is less 80: it totally leaves out of consideration 
the advances made by the producer; itis proportioned to the gross, 
and not to the net revenue. Two agriculturists cultivate differ 
kinds of raw produce: one cultivates corn on middling land, his 
expenses amounting annually on an average to 8000 francs; the 
raw produce from his lands sells for 12,000 francs; he has then a 
net revenue of 4000 francs. 

* His neighbour has pasture or wood land, which brings in every 
year a like sum of 12,000 francs, but his expenses amount only to 
2000 francs. He has therefore on an average a net revenue of 
10,000 francs. 

« A law ordains that a twelfth of the produce of all the fruits of 
the earth be levied in kind, whatever they may be. From the first 
is taken, in consequence of this law, corn of the value of 1000 
francs; and from the second, hay, cattle, or wood, of the same 
value of 1000 francs. What has happened ? From the one, a 
quarter of his net income, 4000 francs, has been taken; from the 
other, whose income was 10,000 francs, a tenth only has been taken. 
Income is the net profit which remains after replacing the capital 
exactly in its former state. Has a merchant an income equal to all 
the sales which he makes in the course of a year? certainly not; 
his income only amounts to the excess of his sales above his ad- 
vances, and it is on this excess only that taxes on income should 
fall." 

M. Say's error in the above passage lies in supposing that because 
the value of the produce of one of these two farms, after reinstating 
the capital, is greater than the value of the produce of the other, 
on that account the net income of the cultivators will differ by the 
same amount. The net income of thelandlords and tenants together 
of the wood land, may be much greater than the net income of the 
landlords and tenants of the corn land ; but it 1s on account of the 
difference of rent, and not on account of the difference in the rate 
of profit. M. Say has wholly omitted the consideration of the 
different amount of rent, which these cultivators would have to pay. 
There cannot be two rates of profit in the same employment, and 
therefore when the value of produce is in different proportions to 
capital, it is the rent which will differ, and not the profit. Upon 
what pretence would one man, with a capital of 2000 franes, be 
allowed to obtain a net profit of 10,000 francs from its employment, 
whilst another, with a capital of 8000 francs, would only obtain 
4000 francs? Let M. Say make a due allowance for rent; let him 
further allow for the effect which such a tax would have on the 
prices of these different kinds of raw produce, and he will then per- 
ceive that it is not an unequal tax, and, further, that the producers 
themselves will no otherwise contribute to it, than any other class 
of consumers. 


rent: 
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CHAPTER XIII. 


TAXES ON GOLD. 


THE rise in the price of commodities, in consequence of taxation or 
of difficulty of production, will in all cases ultimately ensue ; but the 
duration of the interval, before the market price will conform to the 
natural price, must depend on the nature of the commodity, and on 
the facility with which it can be reduced in quantity. If the quan- 
tity of the commodity taxed could not be diminished, if the capital 
of the farmer or of the hatter, for instance, could not be withdrawn 
to other employments, it would be of no consequence that their 
profits were reduced below the general level by means of a tax; 
unless the demand for their commodities should increase, they would 
never be able to elevate the market price of corn and of hats up to 
their increased natural price. Their threats to leave their enp oy- 
ments, and remove their capitals to more favoured trades, would be 
treated as an idle menace which could not be carried into effect; 
and consequently the price would not be raised by diminished pro- 
duction. "Commodites, however, of all descriptions, can be reduced 
in quantity, and capital can be removed from trades which are less 
profitable to those which are more so, but with different degrees of 
rapidity. In proportion as the supply of a particular commodity can 
be more easily reduced, without inconvenience to the producer, the 
pne of it will more quickly rise after the difficulty of its production 
been increased by taxation, or by any other means. Corn bein 
a commodity indispensably necessary to every one, little effect wi 
be produced on the demand for it in consequence of a tax, and 
therefore the supply would not probably be long excessive, even if 
the producers had great difficulty in removing their capitals from 
the land. For this reason, the price of corn will speedily be raised 
by taxation, and the farmer will be enabled to transfer the tax from 
himself to the consumer. 
If the mines which supply us with gold were in this country, and 
if gold were taxed, it could not rise in relative value to other things, 
ill its quantity were reduced. This would be more particularly 
the case, if gold were used exclusively for money. It is true that 
the least productive mines, those which paid no rent, could no 
longer be worked, as they could not afford the general rate of profits 
till the relative value of gold rose, by a sum equal to thetax. The 
H 
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uantity of gold, and, therefore, the quantity of money would be 
slagly reduced: it would be a little diminished in one year, a little 
more in another, and finally its value would be raised in proportion 
to the tax; but, in the interval, the proprietors or holders, as they 
would pay the tax, would be the sufferers, and not those who used 
money. If out of every 1000 quarters of wheat in the country, 
and every 1000 produced in future, Government should exact 100 
quarters as a tax, the remaining 900 quarters would exchange for 
the same quantity of other commodities that 1000 did before; but 
if the same thing took place with respect to gold, if of every 1000/. 
. money now in the country, or in future to be brought into it, Go- 
vernment could exact 1007. as a tax, the remaining 9007. would 
purchase very little more than 9007. purchased before. The tax 
would fall upon him, whose property consisted of money, and would 
continue to do so till its quantity were reduced in proportion to the 
increased cost of its production caused by the tax. 

This, perhaps, would be more particularly the case with respect 
to a metal used for money, than any other commodity; because 
the demand for money is not for a definite quantity, as is the de- 
mand for clothes, or for food. The demand for money is regulated 
entirely by its value, and its value by its quantity. If gold were 
of double the value, half the quantity would perform the same 
functions in circulation, and if it were of half the value, double the 
quantity would be required. If the market value of corn be in- 
creased one-tenth by taxation, or by difficulty of production, it is 
doubtful whether any effect whatever would be produced on the 
quantity consumed, because every man’s want is for a definite 
quantity, and, therefore, if he has the means of purchasing, he will 
continue to consume as before: but for money, the demand is 
exactly proportioned to its value. No man could consume twice 
the quantity of corn which is usually necessary for his support, but 
every man purchasing and selling only the same quantity of goods, 
may be obliged to employ twice, thrice, or any number of times 
the same quantity of money. 

The argument which I have just been using, applies only to those 
states of society in which the precious metals are used for money, 
and where paper credit is not established. The metal gold, like 
all other commodities, has its value in the market ultimately regu- 
lated by the comparative facility or difficulty of producing it; and 
although, from its durable nature, and from the difficulty of re- 
ducing its quantity, it does not readily bend to variations in its market 
value, yet that difficulty is much increased from the circumstance 
of its being used as money. If the quantity of gold in the market 
for the purpose of commerce only, were 10,000 ounces, and the 
consumption in our manufactures were 2000 ounces annually, it 
might be raised one-fourth, or 25 per cent. in its value, in one year, 
by withholding the annual supply; but if, in consequence of its 
being used as money, the quantity employed were 100,000 ounces, 
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it would not be raised one-fourth in value in less than ten years. 
As money made of paper may be readily reduced in quantity, its 
value, though its standard were gold, would be increased as rapidly 
as that of the metal itself would be increased, if the metal, by 
forming a very small part of the circulation, had a very slight con- 
nexion with money. 

If gold were the produce of one country only, and it were used 
universally for money, a very considerable tax might be imposed on 
it, which would not fall on any country, except in proportion as 
they used it in manufactures, and for utensils; upon that portion 
which was used for money, though a large tax might be received, 
nobody would pay it. This is a quality peculiar to money. All 
other commodities of which there exists a limited quantity, and 
which cannot be increased by competition, are dependent for their 
value on the tastes, the caprice, and the power of purchasers; but 
money is a commodity which no country has any wish or necessity 
to increase: no more advantage results from using twenty millions, 
than from using ten millions of currency. A country might have 
a monopoly of silk, or of wine, and yet the prices of silks and wine 
might fall, because from caprice or fashion, or taste, cloth and 
brandy might be preferred, and substituted ; the same effect might 
in a degree take place with gold, as far as its use is confined to 
manufactures : but while money is the general medium of exchange, 
the demand for it is never a matter of. choice, but always of neces- 
sity : you must take it in exchange for pour goods, and, therefore, 
there are no limits to the quantity which may be forced on you by 
foreign trade, if it fall in value; and no reduction to which you 
must not submit, if it rise. You may, indeed, substitute paper 
money, but by this you do not, and cannot lessen the quantity of 
money, for that is regulated by the value of the standard for which 
it is exchangeable ; it is only by the rise of the price of commodi- 
ties, that you can prevent them from being exported from a country 
where they are purchased with little money, to a country where 
they can be sold for more, and this rise can only be effected by an 
importation of metallic money from abroad, or by the creation or 
addition of paper money at home. If, then, the King of Spain, 
supposing him to be in exclusive possession of the mines, and gold 
alone to be used for money, were to lay a considerable tax on gold, 
he would very much raise its natural value; and as its market 
value in Europe is ultimately regulated by its natural value in 
Spanish America, more commodities would be given by Europe for 
a given quantity of gold. But the same quantity of. gold would 
not be produced in America, as its value would only be increased 
in proportion to the diminution of quantity consequent on its in- 
creased cost of production. No more goods, then, would be ob- 
tained in Ámerica, in exchange for all their gold exported than 
before; and it may be asked, where then would be the benefit to 
Spain and her Colonies? The benefit would be this, that if less 
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old were produced, less capital would be employed in producing 
it; the same value of goods from Europe would be imported by 
the employment of the smaller capital, that was before obtained 
by the employment of the larger; and, therefore, all the produc- 
tions obtained by the employment of the capital withdrawn 
from the mines, would be a benefit which Spain would derive from 
the imposition of the tax, and which she could not obtain in such 
abundance, or with euch certainty, by possessing the monopoly of 
any other commodity whatever. From such a tax, as far as money 
was concerned, the nations of Europe would suffer no injury what- 
ever; they would have the same quantity of goods, and conse- 
quently the same means of enjoyment as before, but these goods 
would be circulated with a less quantity, because a more valuable 
money. 

If in consequence of the tax, only one-tenth of the present 
quantity of gold were obtained from the mines, that tenth would 
be of equal value with the ten tenths now produced. But the 
King of Spain is not exclusively in possession of the mines of the 
precious metals; and if he were, his advantage from their posses- 
sion, and the power of taxation, would be very much reduced by 
the limitation of demand and consumption in Europe, in conse- 
quence of the universal substitution, in a greater or less degree, of 
paper money. The agreement of the market and natural prices of 
all commodities, depends at all times on the facility with which 
the supply can be increased or diminished. In the case of gold, 
houses, and labour, as well as many other things, this effect cannot, 
under some circumstances, be speedily produced. But it is dif- 
ferent with those commodities which are consumed and reproduced 
from year to year, such as hats, shoes, corn, and cloth ; they may 
be reduced, if necessary, and the interval cannot be long before the 
supply is contracted in proportion to the increased charge of pro- 
ducing them. 

A tax on raw produce from the surface of the earth, will, as we 
have seen, fall on the consumer, and will in no way affect rent ; 
unless by diminishing the funds for the maintenance of labour, it 
lowers wages, reduces the population, and diminishes the demand 
for corn. But a tax on the produce of gold mines must, by enhanc- 
ing the value of that metal, necessarily reduce the demand for it, 
and must therefore necessarily displace capital from the employ- 
ment to whichit was applied. Notwithstanding, then, that Spain 
would derive all the benefits which I have stated from a tax on 
gold, the proprietors of those mines from which capia was with- 

rawn would lose all their rent. This would be a loss to indivi- 
duals, but not a national loss ; rent being not a creation, but merely 
a transfer of wealth : the King of Spain, and the proprietors of the 
mines which continued to be worked, would together receive, not 
only all that the liberated capital produced, but all that the other 
proprietors lost. 
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Suppose the mines of the Ist, 2d, and 3d quality to be worked, 
and to produce respectively 100, 80, and 70 pounds' weight of gold, 
and therefore the rent of No. 1 to be thirty pounds, and that of 
No. 2 ten pounds. Suppose, now, the tax to be seventy pounds of 
gold per annum on each mine worked ; and consequently that No. 1 
alone could be profitably worked, it is evident that all rent would 
immediately disappear. Before the imposition of the tax, out of 
the 100 pounds produced on No. 1, a rent was paid of thirty pounds, 
and the worker of the mine retained seventy, a sum equal to the 
produce of the least productive mine. The value, then, of what 
remains to the capitalist of the mine No. 1, must be the same as 
before, or he would not obtain the common profita of stock ; and, 
consequently, after paying seventy out of his 100 pounds for tax, 
the value of the remaining thirty must be as great as the value of 
seventy was before, and therefore the value of the whole hundred 
as great as 233 pounds before. Its value might be higher, but it 
could not be lower, or even this mine would cease to be worked. 
Being a monopolised commodity, it could exceed its natural value, 
and then it would pay a rent equal to that excess; but no funds 
would be employed in the mine, if it were below this value. In 
return for one-third of the labour and capital employed in the mines, 
Spain would obtain as much gold as would exchange for the same, 
or very nearly the same, quantity of commodities as before. She 
would be richer by the produce of the two-thirds liberated from 
the mines. If the value of the 100 pounds of gold should be equal 
to that of the 250 pounds extracted before, the King of Spain's 
portion, his seventy pounds would be equal to 175 at the former 
value: a small part of the King's tax only would fall on his own sub- 
dam greater part being obtained by the better distribution of 


capi 
The account of Spain would stand thus .— 


FORMERLY PRODUCED. 
Gold, 250 pounds, of the value of (suppose)  . : . 10,000 yards of 
cloth. 
NOW PRODUCED. 
By the two capitalists who quitted the mines, the same value as 5,600 yards of 
140 pounds of gold former uia, A for; equal to ] 
By the capitalist who works the mine, No. 1, thirty pounds of gold, 
increased in value, as 1 to 24, and therefore now of the value of ; 
Tax to the king, seventy pounds, increased also in value as 1 to 24, 7,000 yards of 
and therefore now of the value of . " ; , š 


15,600 


Of the 7000 received by the king, the people of Spain would con- 
tribute only 1,400, and 5,600 would be pure gain, effected by the 
liberated capital. 

If the tax, instead of being a fixed sum per mine worked, were a 
certain portion of its produce, the quantity would not be immedi- 
ately reduced in consequence. If a half, a fourth, or a third of each 
mine were taken for the tax, it would nevertheless be the interest 
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of the proprietors to make their mines yield as abundantly as be- 
fore; but if the quantity were not reduced, but only a part of it 
transferred from the proprietor to the king, its value would not rise ; 
the tax would fall on the people of the colonies, and no advantage 
would be gained. A tax of this kind would have the effect that 
Adam Smith supposes taxes on raw produce would have on the 
rent of land—it would fall entirely on the rent of the mine. If 
pushed a little further, indeed, the tax would not only absorb the 
whole rent, but would deprive the worker of the mine of the com- 
mon profits of stock, and he would consequently withdraw his 
capital from the production of gold. If still further extended, the 
rent of still better mines would be absorbed, and capital would be 
further withdrawn ; and thus the quantity would be continually 
reduced, and its value raised, and the same effects would take place 
as we have already pointed out; a part of the tax would be paid 
by the people of the Spanish colonies, and the other part would be 
a new creation of produce, by increasing the power of the instru- 
ment used as a medium of exchange. 

Taxes on gold are of two kinda, one on the actual quantity of 
gold in Suulanon. the other on the quantity that is annually pro- 
duced from the mines. Both have a tendency to reduce the quan- 
tity, and to raise the value of gold ; but by neither will its value be 
raised till the quantity is reduced, and therefore such taxes will fall 
for a time, until the supply is diminished, on the proprietors of 
money, but ultimately that part which will permanently fall on the 
community, will be paid by the owner of the mine in the reduction 
of rent, and by the purchasers of that portion of gold, which is used 
as a commodity contributing to the enjoyments of mankind, and not 
eet apart exclusively for a circulating medium. 
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CHAPTER XIV. 


ee 


TAXES ON HOUSES. 


THERE are also other commodities besides gold which cannot be 
speedily reduced in quantity ; any tax on which will therefore fall 
on the proprietor, if the increase of price should lessen the demand. 

Taxes on houses are of this description; though laid on the oc- 
cupier, they will frequently fall by a diminution of rent on the 
landlord. The produce of the land is consumed and reproduced | 
from year to year, and so are many other commodities; as they 
may therefore be speedily brought to a level with the demand, they 
cannot long exceed their natural price. But as a tax on houses 
may be considered in the light of an additional rent paid by the 
tenant, its tendency will be to diminish the demand for houses of 
the same annual rent, without diminishing their supply. Rent will 
therefore fall, and a part of the tax that will be paid indirectly by 
the landlord. 

« The rent of a house,” says Adam Smith, “ may be distinguished 
into two parts, of which the one may very properly be called the 
building rent, the other is commonly called the ground rent. The 
building rent is the interest or profit of the capital expended in 
building the house. In order to put the trade of a builder upon a 
level with other trades, it is necessary that this rent should be suf- 
ficient first to pay the same interest which he would have got for 
his capital, if he had lent it upon good security ; and, secondly, to 
keep the house in constant repair, or, what comes to the same 
thing, to replace within a certain term of years the capital which 
had heen employed in building it.” “If, in proportion to the in 
terest of money, the trade of the builder affords at any time a much 
greater profit than this, it will soon draw so much capital from 
other trades as will reduce the profit to its proper level. If it 
affords at any time much less than this, other trades will soon draw 
so much capital from it as will again raise that poe Whatever 
part of the whole rent of a house is over and above what is suffi- 
cient for affording this reasonable profit, naturally goes to the 
ground rent; and where the owner of the ground, and the owner 
of the building, are two different persons, it is in most cases com- 
pletely paid to the former. In country houses, at a distance from 
any great town, where there is a plentiful choice of ground, the 
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ground rent is scarcely any thing, or no more than what the space 
upon which the house stands would pay employed in agriculture. In 
country villas, in the neighbourhood of some great town, it is some- 
times a good deal higher, and the peculiar conveniency, or beauty 
of situation, is there frequently very highly paid for. Ground renta 
are generally highest in the capital, and in those particular parts of 
it where there happens to be the greatest demand for houses, what- 
ever be the reason for that demand, whether for trade and business, 
for pleasure and society, or for mere vanity and fashion.” A tax 
on the rent of houses may either fall on the occupier, on the ground 
landlord, or on the building landlord. In ordinary cases it may be 
resumed that the whole tax would be paid, both immediately and 
finally, by the occupier. 
. If the tax be moderate, and the circumstances of the country 
such, that it is either stationary or advancing, there would be little 
motive for the occupier of a house to content himself with one of 
a worse description. But if the tax be high, or any other circum- 
stances should diminish the demand for houses, the landlord's income 
would fall, for the occupier would be partly compensated for the 
tax by a diminution of rent. It is, however, difficult to say in what 
peepee that part of the tax, which was saved by the occupier 
y & fall of rent, would fall on the building rent and the ground 
rent. It is probable that, in the first instance, both would be 
affected ; but as houses are, though slowly, yet certainly perishable, 
and as no more would be built tll the profits of the builder were 
restored to the general level, building rent would, after an interval, 
be restored to its natural price. As the builder receives rent only 
whilst the building endures, he could pay no part of the tax, under 
the most disastrous circumstances, for any longer period. 

The payment of this tax, then, would ultimately fall on the oc- 
cupier and ground landlord, but, “in what proportion this final 

ayment would be divided between them,” says Adam Smith, “ it 
is not perhaps very easy to ascertain. The division would probably 
be very different in different circumstances, and a tax of this kind 
might, according to those different circumstances, affect very un- 
equally both the inhabitant of the house, and the owner of the 
ground.” * 

Adam Smith considers ground rents as peculiarly fit subjects for 
taxation. * Both ground rents, and the ordinary rent of land,” he 
says, “are a species of revenue, which the owner in many cases 
enjoys, without any care or attention of his own. Though-a part 
of this revenue should be taken from him, in order to defray the 
expenses of the State, no discouragement will thereby be given to 
any sort of industry. The annual produce of the land and labour 
of the society, the real wealth and revenue of the great-body of the 
people, might be the same after such a tax as before. Ground 
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rents, and the ordinary rent of land are, therefore, perhaps, the 
species of revenue which can best bear to have a peculiar tax im- 
posed upon them." It must be admitted that the effects of these 
taxes would be such as Adam Smith has described ; but it would 
surely be very unjust to tax exclusively the revenue of any par- 
ticular class of a community. The burdens of the State should be 
borne by all in proportion to their means: this is one of the four 
maxims mentioned by Adam Smith, which should govern all taxa- 
tion. Rent often belongs to those who, after many years of toil, 
have realised their gains, and expended their fortunes in the pur- 
chase of land or houses; and it certainly would be an infringement 
of that principle which should ever be held sacred, the security of 
property, to subject it to unequal taxation. It is to be lamented, 
that the duty by stamps, with which the transfer of landed pro- 
paw is loaded, materially impedes the conveyance of it into those 

ands, where it would probably be made most productive. And 
if it be considered, that land, regarded as a fit subject for exclusive 
taxation, would not only be reduced in price, to compensate for 
the risk of that taxation, but in proportion to the indefinite nature 
and uncertain value of the risk, would become a fit subject for 
speculations, partaking more of the nature of gambling, than of 
sober trade, it will appear probable, that the hands into which land 
would in that case be most apt to fall, would be the hands of those 
who possess more of the dualis of the gambler than of the qua- 
lities of the sober-minded proprietor, who 1s likely to employ his land 
to the greatest advantage. | 


[ 122 | 


CHAPTER XV. 


TAXES ON PROFITS. 


4AXE8 on those commodities, which are generally denominated 
luxuries, fall on those only who make use F them. A tax on wine 
is paid by the consumer of wine. A tax on pleasure horses, or on 
coaches, is paid by those who provide for themselves such enjoy- 
ments, and in exact proportion as they provide them. But taxes 
on necessaries do not affect the consumers of necessaries, in pro- 
portion to the quantity that may be consumed by them, but often 
in a much higher proportion. A tax on corn, we have observed, 
not only affects a manufacturer in the proportion that he and his 
family may consume corn, but it alters the rate of profits of stock, 
and shoreline also affects his income. Whatever raises the wages 
of labour, lowers the profits of stock; therefore every tax on any 
commodity consumed by the labourer has a tendency to lower the 
rate of profits. 

A tax on hats will raise the price of hats; a tax on shoes, the 
price of shoes; if this were not the case, the tax would be finally 
paid by the manufacturer; his profits would be reduced below the 
general level, and he would quit his trade. A partial tax on profits 
will raise the price of the commodity on which it falls: a tax, for 
example, on the profits of the hatter, would raise the price of hats; 
for if his profits were taxed, and not those of any other trade, his 
profits, unless he raised the price of his hats, would be below the 
general rate of profits, and he would quit his employment for 
another. 

In the same manner, a tax on the profits of the farmer would 
raise the price of corn; a tax on the profits of the clothier, the price 
of cloth; and if a tax in proportion to profits were laid on all trades, 
every commodity would bo raised in price. But if the mine which 
supplied us with the standard of our money were in this country, 
and the profits of the miner were also taxed, the price of no com- 
modity would rise, each man would give an equal proportion of his 
income, and every thing would be as before. 

If money be not taxed, and therefore be permitted to pre- 
serve its value, whilst every thing else is taxed, and is raised in 
value, the hatter, the farmer, and clothier, each employing the same 
capitals, and obtaining the same profits, will pay the same amount 
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of tax. If the tax be 100Z., the hats, the cloth, and the corn, will 
each be increased in value 1007. If the hatter gains by his hats 
1,1002., instead of 1000/., he will pay 100/. to Government for the 
tax; and therefore will still have 1000/. to lay out on goods for his 
own consumption. But as the cloth, corn, and all other commo- 
dities, will be raised in price from the same cause, he will not 
obtain more for his 10004. than he before obtained for 910/., and 
thus wil he contribute by his diminished expenditure to the 
exigencies of the State; he will, by the poaa of the tax, 
have placed a portion of the produce of the land and labour of the 
country at the disposal of Government, instead of using that 
portion himself. 1$ instead of expending his 10004, he adds it 
to his capital he will find in the rise of wages, and in the in- 
creased cost of the raw material and machinery, that his savin 
of 1000/. does not amount to more than a saving of 9107. amounte 
to before. 

If money be taxed, or if by any other cause its value be altered, 
and all commodities remain precisely at the same price as before, 
the profits of the manufacturer and farmer will also be the same as 
before, they will continue to be 10007. ; and as they will each have 
to pay 1007. to Government, they will retain only 900/., which will 
give them a less command over the produce of the land and labour 
of the country, whether they expend it in productive or unproduc- 
tive labour. Precisely what they lose, Government will gain. In 
the first case, the contributor to the tax would, for 1000/., have as 
great a quantity of goods as he before had for 9102. ; in the second, 
he would have only as much as he before had for 900L, for the 
price of goods would remain unaltered, and he would have only 
900/. to expend. This proceeds from the difference in the amount 
of the tax; in the first case, it is only an eleventh of his income; in 
the second, it is a tenth; money in the two cases being of a dif- 
ferent value. 

But although, if money be not taxed, and do not alter in value, all 
commodities will rise in price, they will not rise in the same pro- 
portion ; they will not after the tax bear the same relative value to 
each other which they did before the tax. Ina former part of this 
work, we discussed the effects of the division of capital into fixed 
and circulating, or rather into durable and perishable ur poe on 
the prices of commodities. We showed that two manufacturers 
might employ precisely the same amount of capital, and might 
derive from it precisely the same amount of profits, but that they 
would sell their commodities for very different sums of money, 
according as the capitals they employed were rapidly, or slowly, 
consumed and reproduced. The one might sell his goods for 4000/., 
the other for 10,0007., and they might both employ 10,0007. of 
capital, and obtain 20 per cent. profit, or 2000/. The capital of one 
might consist, for example, of 2000/. circulating capital, to be repro- 
duced, and 8000/. fixed, in buildings and machinery ; the capital 
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of the other, on the contrary, might consist of 8000/. of circu- 
lating, and of only 2000/. fixed capital in machinery and buildings. 
Now, if each of these persons were to be taxed 10 per cent. on 
his income, or 2007., the one to make his business yield him the 
general rate of profit, must raise his goods from 10,0002. to 10,200/. ; 
the other would also be obliged to raise the price of his goods from 
40002. to 4,2007. Before the tax, the goods sold by one of these 
manufacturers were 24 times more valuable than the goods of the 
other ; after the tax they will be 2.42 times more valuable : the one 
kind will have risen two per cent. : the other five per cent. : conse- 
quently a tax upon income, whilst money continued unaltered in 
value, would alter the relative prices and value of commodities. 
This would be true also, if the tax, instead of being laid on the 
profits, were laid on the commodities themselves: provided they 
were taxed in proportion to the value of the capital employed on 
their production, they would rise equally, whatever might be their 
value, and therefore they would not preserve the same proportion 
as before. A commodity, which rose from ten to eleven thousand 
pounds, would not bear the same relation as before to another which 
rose from 20007. to 3000/. If, under these circumstances, money 
rose in value, from whatever cause it might proceed, it would 
not affect the prices of commodities in the same proportion. The 
same cause which would lower the price of one from 10,200/. to 
10,0007. or less than two per cent., would lower the price of the 
other from 4,2007. to 40004. or 43 per cent. If they fell in any 
different proportion, profits would not be equal; for to make them 
equal, when the price of the first commodity was 10,000/., the price 
of the second should be 40007. ; and when the price of the first 
was 10,200/., the price of the other should be 4,200/. 

The consideration of this fact will lead to the understanding of a 
very important principle, which, I believe, has never been adverted 
to. Itis this; that in a country where no taxation subsists, the 
alteration in the value of money arising from scarcity or abundance 
will operate in an equal proportion on the prices of all commodities ; 
that if a commodity of 1000/. value rise to 1,200/., or fall to 800/., a 
commodity of 10,0002. value will rise to 12,0002. or fall to 8000.. ; 
but ina country where prices are artificially raised by taxation, the 
abundance of money from an influx, or the exportation and con- 
sequent scarcity of it from foreign demand, will not operate in the 
same proportion on the prices of all commodities ; some it will raise 
or lower 5, 6, or 12 per cent., others 3, 4, or 7 per cent. Ifa country 
were not taxed, and money should fall in value, its abundance in 
every market would produce similar effects in each. If meat rose 
20 per cent. bread, beer, shoes, labour, and every commodity, 
would also rise 20 per cent.; it is necessary they should do so, to 
secure to each trade the same rate of profits. But this 1s no longer 
true when any of these commodities is taxed ; if, in that case, they 
should all rise in proportion to the fall in the value of money, profits 
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would be rendered unequal ; in the case of the commodities taxed, 

rofits would be raised above the general level, and capital would 
be removed from one employment to another, till an equilibrium of 
profits was restored, which could only be after the relative prices 
were altered. 

Will not this principle account for the different effects, which it 
was remarked were produced on the prices of commodities, from 
the altered value of money during the Bank-restriction? It was 
objected to those who contended that the currency was at that 
period depreciated, from the too great abundance of the paper cir- 
culation, that, if that were the fact, all commodities ought to have 
risen in the same proportion ; but it was found that many had varied 
considerably more than others, and thence it was inferred that the 
rise of prices was owing to something affecting the value of com- 
modities, and not to any alteration in the value of the currency. It 
appears, however, as we have just seen, that in a country where 
commodities are taxed, they will not all vary in price in the same 
proportion, either in consequence of a rise or of a fall in the value 
of currency. 

If he pie of all trades were taxed, excepting the profits of the 
farmer, all goods would rise in money value, excepting raw produce. 
The farmer would have the same corn income as before, and would 
sell his corn also for the same money price; but as he would be 
obliged to pay an additional price for all the commodities, except 
corn, which he consumed, it would be to him a tax on expenditure. 
Nor would he be relieved from this tax by an alteration in the value 
of money, for an alteration in the value of money might sink all the 
taxed commodities to their former price, but the untaxed one would 
sink below its former level; and, therefore, though the farmer 
would purchase his commodities at the same price as before, he 
would have less money with which to purchase them. 

The landlord, too, would be precisely in the same situation; he 
would have the same corn, and the same money-rent as before, if 
all commodities rose in price, and money remained at the same 
value; and he would have the same corn, but a less money-rent, if 
all commodities remained at the same price: so that in either case, 
though his income were not directly taxed, he would indirectly 
contribute towards the money raised. | 

But suppose the profits of the farmer to be also taxed, he then 
would be ın the same situation as other traders: his raw produce 
would rise, so that he would have the same money revenue, after 
paying the tax, but he would pay an additional price for all the 
commodities he.consumed, raw produce included. 

His landlord, however, would be differently situated ; he would 
be benefited by the tax on his tenant's profits, as he would be com- 
pensated for the additional price at which he would purchase his 
manufactured commodities, 1f they rose in price; and he would have 
the same money revenue, if, in consequence of a rise in the value of 
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money, commodities sold at their former price. A tax on the profits 
of the farmer, is not a tax proportioned to the gross produce of the 
land, but to its net produce, after the payment of rent, wages, and 
all other charges. As the cultivators of the different kinds of land, 
Nos. 1, 2, and 8, employ precisely the same capitals, they will get 
precisely the same profits, whatever may be the quantity of gross 
produce which one may obtain more than the other; and conse- 
quently they will be all taxed alike. Suppose the gross produce of 
the land of the quality No. 1 to be 180 qrs., that of No. 2, 170 qrs., 
and of No. 3, 160, and each to be taxed 10 quarters, the difference 
between the produce of No. 1, No. 2, and No. 3, after paying the 
tax, will be the same as before; for if No. 1 be reduced to 170, 
No. 2 to 160, and No. 3 to 150 qrs., the difference between 3 and 1 
wil be as before, 20 qrs.; and of No. 3 and No. 2, 10 qrs. If, 
after the tax, the prices of corn and of every other commodity 
should remain the same as before, money-rent, as well as corn rent, 
would continue unaltered ; but if the price of corn and every other 
commodity should rise in consequence of the tax, money rent will 
also rise in the same proportion. If the price of corn were 4l. per 
quarter, the rent of No. 1 would be 80/., and that of No. 2, 40i. ; 
but if corn rose five per cent., or to 4/. 4s., rent would also rise five 
per cent., for twenty quarters of corn would then be worth 84l., 
and ten quarters 42/.; so that in every case the landlord will be 
unaffected by such a tax. A tax on the profits of stock always 
leaves corn rent unaltered, and therefore money rent varies with 
the price of corn; but a tax on raw produce, or tithes, never leaves 
corn rent unaltered, but generally leaves money-rent the same as 
before. In another part of this work I have observed, that if a 
land-tax of the same money amount were laid on every kind of 
land in cultivation, without any allowance for difference of fertility, 
it would be very unequal in its operation, as it would be a profit to the 
landlord of the more fertile lands. It would raise the price of corn 
in proportion to the burden borne by the farmer of the worst land ; 
but this additional price being obtained for the greater quantity of 
pot yielded by the better land, farmers of such land would be 

enefited during their leases, and afterwards, the advantage would 
go to the landlord in the form of an increase of rent. The effect 
of an equal tax on the profits of the farmer is precisely the same; 
it raises the money rent of the landlords, if money retains the same 
value; but as the profits of all other trades are taxed as well as 
those of the farmer, and consequently the prices of all goods, as well 
as corn, are raised, the landlord loses as much by the increased 
money price of the goods and corn on which his rent is expended, 
as i und by the rise of his rent. If money should rise in value, 
and all things should, after a tax on the profits of stock, fall to their 
former prices, rent also would be the same as before. "The landlord 
would receive the same money rent, and would obtain all the com- 
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modities on which it was expended at their former price; so that 
under all circumstances he would continue untaxed. * 

This circumstance is curious. By taxing the profits of the farmer 
you do not burthen him more than if you exempted his profits from 
the tax, and the landlord has a decided interest that his tenants’ 
profits should be taxed, as it is only on that condition that he him- 
self continues really untaxed. 

A tax on the profits of capital would also affect the stock-holder, 
if all commodities were to rise in proportion to the tax, although 
his dividends continued untaxed; but if, from the alteration in the 
value of money, all commodities were to sink to their former price, 
the stock-holder would pay nothing towards the tax; he would 
purchase all his commodities at the same price, but would still 
receive the same money dividend. 

If it be agreed, that by taxing the profits of one manufacturer 
only, the price of his goods would rise, to put him on an equality 
with all other manufacturers; and that by taxing the profits of 
two manufacturers, the prices of two descriptions of goods must 
rise, I do not see how it can be disputed, that by taxing the 
profits of all manufacturers, the prices of all goods would rise, pro- 
vided the mine which supplied us with money were in this country, 
and continued untaxed. But as money, or the standard of money, 
is a commodity imported from abroad, the prices of all goods could 
not rise ; for such an effect could not take place without an addi- 
tional quantity of money,f which could not be obtained in exchange 
for dear goods, as was shown in page 57. If, however, such a rise 
could take place, it could not be permanent, for it would have a 

owerful influence on foreign trade. In return for commodities 
imported, those dear goods could not be exported, and therefore 
we should for a time continue to buy, although we ceased to sell; 
and should export money, or bullion, till the relative prices of com- 
modities were nearly the same as before. It appears to me abso- 
lutely certain, that a well regulated tax on profits, would ultimately 


* 'That the profits of the farmer only should be taxed, and not the profits of any 
other capitalist, would be highly beneficial to landlords. It would, in fact, be a tax 
on the consumers of raw produce, partly for the benefit of the State, and partly for the 
benefit of landlords. 

t On further consideration, I doubt whether any more money would be required to 
circulate the same quantity of commodities, if their prices be raised by taxation, and 
not by difficulty of production. Suppose 100,000 quarters of corn to be sold in a 
certain district, and In a certain time, at 4/. per quarter, and that in consequence of a 
direct tax of 8s. per quarter, corn rises to 44. 8s., the same quantity of money, I think, and 
no more, would be required to circulate this corn at the increased price. If I before 
purchased 11 quarters at 4l., and, in consequence of the tax, am obliged to reduce m 
consumption to 10 quarters, I shall not require more money, for in all cases I shall 
pay 44l. for my corn. The public would, in fact, consume one-eleventh less, and this 
quantity would be aat j by Government. The money necessary to purchase it, 
would be derived from the 8s. per quarter, to be received from the farmers in the shape 
of a tax, but the amount levied would at the same time be paid to them for their corn ; 
therefore the tax is in fact a tax in kind, and does not make it necessary that any 
more money should be used, or, if any, so little, that the quantity may be safely 
neglected. 
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restore commodities, both of home and foreign manufacture, to the 
same money price which they bore before the tax was imposed. 

As taxes on raw produce, tithes, taxes on wages, and on the 
necessaries of the labourer, will, by raising wages, lower profits, 
they will all, though not in an equal degree, be attended with the 
same effects. 

The discovery of machinery, which materially improves home 
manufactures, always tends to raise the relative value of money, 
and therefore to encourage its importation. All taxation, all in- 
creased impediments, either to the manufacturer or the grower of 
commodities, tend, on the contrary, to lower the relative value of 
money, and therefore to encourage its exportation. 
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CHAPTER XVI. 


TAXES ON WAGES. 


TAXES on wages will raise wages, and therefore will diminish the 
rate of the profits of stock. We have already seen that a tax on 
necessaries will raise their prices, and will be followed by a rise of 
wages. ‘The only difference between a tax on necessaries and a 
tax on wages is, that the former will necessarily be accompanied by 
a rise in the price of necessaries, but the latter will not; towards a 
tax on wages, consequently, neither the stock-holder, the landlord, 
nor any other class but the employers of labour will contribute. A 
tax on wages is wholly a tax on profits; a tax on necessaries is 
partly a tax on profits and partly a tax on rich consumers. The 
ultimate effects which will result from such taxes, then, are pre- 
cisely the same as those which result from a direct tax on profits. 

“ The wages of the inferior classes of workmen,” says Adam 
Smith, * I have endeavoured to show in the first book, are every- 
where necessarily regulated by two different circumstances, —the 
demand for labour, and the ordinary or average price of provisions. 
The demand for labour, according as it happens to be either increas- 
ing, stationary, or declining, or to require an increasing, stationary, 
or declining population, regulates the subsistence of the labourer, 
and determines in what degree it shall be either liberal, moderate, 
or scanty. The ordinary or average price of provisions determines 
the quantity of money which must be paid to the workmen, in order 
to enable him, one year with another, to purchase this liberal, mo- 
derate, or scanty subsistence. While the demand for labour and 
the price of provisions, therefore, remain the same, a direct tax 
upon the wages of labour can have no other effect than to raise 
them somewhat higher than the tax.” 

To the proposition, as it is here advanced by Dr Smith, Mr 
Buchanan offers two objections. First, he denies that the money 
wages of labour are regulated by the price of provisions; and 
secondly, he denies that a tax on the wages of labour would raise 
the price of labour. On the first point Mr Buchanan’s argument 
is as follows, page 59: “ The wages of labour, it has already been 
remarked, consist not in money, but in what money purchases, 
namely, provisions and other necessaries ; and the allowance of the 
labourer out of the common stock will always be in proportion to . 
the supply. Where provisions are cheap and abundant, his share 
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will be the larger; and where they are scarce and dear, it will be 
the less. His wages will always give him his just share, and they 
cannot give him more. It is an opinion, indeed, adopted by Dr 
Smith and most other writers, that the money price of labour is 
regulated by the money price of provisions, and that, when provi- 
sions rise in price, wages rise in proportion. But it is clear that 
the price of labour has no necessary connexion with the price of 
food, since it depends entirely on the supply of labourers compared 
with the demand. Besides, it is to be observed, that the high 
price of provisions is a certain indication of a deficient supply, and 
arises in the natural course of things for the purpose of retarding 
the consumption. A smaller naea of food, shared among the 
same number of consumers, will evidently leave a smaller portion 
to each, and the labourer must bear his share of the common want. 
To distribute this burden equally, and to prevent the labourer from 
consuming subsistence so freely as before, the price rises. But 
wages, it seems, must rise along with it, that he may still usc the 
same quantity of a scarcer commodity; and thus nature is repre- 
. sented as coufiteracting her own purposes ;—first, raising the price 
of food to diminish the consumption, and afterwards raising wages 
to give the labourer the same supply as before." 

n this argument of Mr Buchanan, there appears to me to be a 
great mixture of truth and error. Decause a high price of provi- 
sions is sometimes occasioned by a deficient supply, Mr nobi 
assumes it as a certain indication of deficient supply. He attributes 
to one cause exclusively that which may arise Ex many. It is 
undoubtedly true that, in the case of a deficient supply, a smaller 
quantity will be shared among the same number of consumers, and 
a smaller portion will fall to each. To distribute this privation 
equally, and to prevent the labourer from consuming subsistence so 
freely as before, the price rises. It must, therefore, be conceded 
to Mr Buchanan that any rise in the price of provisions occasioned 
by a deficient supply will not necessarily raise the money wages of 
labour, as the consumption must be retarded, which can only be 
effected by diminishing the power of the consumers to purchase. 
But, because the price of provisions is raiscd by a deficient supply, 
we are by no means warranted in concluding, as Mr Buchanan 
appears to do, that there may not be an abundant supply with a 
high price; not a high price with regard to money only, but with 
regard to all other things. 

he natural price of commoditics, which always ultimately 
poverns their market price, depends on the facility of production ; 

ut the quantity produccd is not in proportion to that facility. 
Although the lands which are now taken into cultivation are much 
inferior to the lands in cultivation three centuries ago, and there- 
fore the difficulty of production is increased, who can entertain any 
doubt but that the quantity produced now very far exceeds the 
quantity then produced? Not only is a high price compatible 


TAXES ON WAGES. 131 


with an increased supply, but it rarely fails to accompany it. If, 
then, in consequence of taxation, or of difficulty of production, the 
price of provisions be raised and the quantity be not diminished, 
the money wages of labour will rise; for, as Mr Buchanan has 
justly observed, “ The wages of labour consist not in money, but 
in eka money purchases, namely, provisions and other necessaries ; 
and the allowance of the labourer out of the common stock will 
always be in proportion to the supply.” 

ith respect to the second point, whether a tax on the wages of 
labour would raise the price of labour, Mr Buchanan says, “ After 
the labourer has received the fair recompense of his labour, how can 
he have recourse on his employer, for what he is afterwards com- 
pelled to pay away in faxes? There is no law or principle in human 
affairs to warrant such aconclusion. After the labourer has received 
his wages, they are in his own keeping, and he must, as far as he is 
able, bear the burden of whatever exactions he may ever afterwards 
be exposed to: for he has clearly no way of compelling those to 
reimburse him, who have already paid him the fair price of his work.” 
Mr Buchanan has quoted, with great approbation, the following 
able passage from Mr Malthus’s work on population, which appears 
to me completely to answer his objection. “ The price of labour, 
when left to find its natural level, is a most important political 
barometer, expressing the relation between the supply of provisions, 
and the demand for them, between the quantity to be consumed, 
and the number of consumers; and, taken on the average, inde- 
pendently of accidental circumstances, it further expresses, clearly, 
the wants of the society respecting population ; that is, whatever 
may be the number of children to a marriage necessary to maintain 
exactly the present population, the price of labour will be just suffi- 
cient to support this number, or be above it, or below it, accordin 
to the state of the real funds, for the maintenance of labour, whether 
stationary, progressive, or retrograde. Instead, however, of consi- 
dering it in this light, we consider it as something which we may 
raise or depress at pleasure, something which depends principally 
on his majesty's justices of the peace. "When an advance in the 
price of provisions already expresses that the demand is too great 
for the supply, in order to put the labourer in the same condition 
as before, we raise the price of labour, that is, we increase the de- 
mand, and are then much surprised that the price of provisions 
continues rising. In this, we act much in the same manner as if, 
when the quicksilver in the common weather-glass stood at stormy, 
we were to raise it by some forcible pressure to settled fair, and 
then be greatly astonished that it continued raining." 

“The price of labour will express clearly the wants of the society 
respecting population;" it will be just sufficient to support the 
population, which at that time the state of the funds for the main- 
tenance of labourers requires. If the labourer's wages were before 
only adequate to supply the requisite population, they will, after 
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the tax, be inadequate to that supply, for he will not have the same 
funds to expend on his family. Labour will therefore rise, because 
the demand continues, and it is only by raising the price that the 
supply is not checked. 
othing is more common than to sce hats or malt rise when 
taxed ; they rise because the requisite supply would not be afforded 
if they did not rise: so with labour, when wages are taxed, its price 
rises, because, if it did not, the requisite population would not be 
kept up. Does not Mr Buchanan allow all that is contended for, 
when he says, that * were he (the labourer) indeed reduced to a bare 
allowance of necessaries, he would then suffer no further abatement 
of his wages, as he could not on such conditions continue his race ?" 
Suppose the circumstances of the country to be such, that the lowest 
labourers are not only called upon to continue their race, but to in- 
crease it; their wages would be regulated accordingly. Can they 
multiply in the degree required, if a tax takes from them a part of 
their wages, and reduces them to bare necessaries ? 
It is undoubtedly true that a taxed commodity will not rise in 
proportion to the tax, if the demand for it diminish, and if the 
quantity cannot be reduced. If metallic money were in general 
use, its value would not for a considerable time be increased by a 
tax, in proportion to the amount of the tax, because at a higher 
price, the demand would be diminished, and the quantity would 
not be diminished; and unquestionably the same cause frequently 
influences the wages of labour; the number of labourers cannot be 
rapidly increased or diminished in proportion to the increase or di- 
minution of the fund which is to employ them; but in the case 
supposed, there is no necessary diminution of demand for labour, 
and if diminished, the demand does not abate in proportion to the 
tax. Mr Buchanan forgets that the fund raised by the tax is 
employed by Government in maintaining labourers, unproductive 
indeed, but still labourers. If labour were not to rise when wages 
are taxed, there would be a great increase in the competition for 
labour, because the owners of capital, who would have nothing to 
pay towards such a tax, would have the same funds for employing 
abour; whilst the Government who received the tax would have 
an additional fund for the same purpose. Government and the 
people thus become competitors, and the consequence of their com- 
petition is a rise in the price of labour. The same number of men 
only will be employed, but they will be employed at additional 


wages. 

if the tax had been laid at once on the people of capital, their 
fund for the maintenance of labour would have been diminished in 
the very same degree that the fund of Government for that purpose 
had been increased ; and therefore there would have been no rise 
in wages ; for though there would be the same demand, there would 
not be the same competition. If when the tax were levied, Govern- 
ment at once exported the produce of it as a subsidy to a foreign 
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State, and if therefore these funds were devoted to the maintenance 
of foreign, and not of English labourers, such as soldiers, sailors, 
&c. &c.; then, indeed, there would be a diminished demand for 
labour, and wages might not increase, although they were taxed ; 
but the same thing would happen if the tax had been laid on con- 
sumable commodities, on the profits of stock, or if in any other 
manner the same sum had been raised to supply this subsidy : less 
labour could be employed at home. In one case wages are pre- 
vented from rising, in the other they must absolutely fall. But 
pee the amount of a tax on wages were, after being raised on 
the labourers, paid gratuitously to their employers, it would increase 
their money fund for the maintenance of labour, but it would not 
increase either commodities or labour. It would consequently in- 
crease the competition amongst the employers of labour, and the 
tax would be ultimately attended with no loss either to master or 
labourer. The master would pay an increased price for labour ; the 
addition which the labourer received would be paid asa tax to 
Government, and would be again returned to the masters. It must, 
however, not be forgotten, that the produce of taxes is generally 
wastefully expended, they are always obtained at the expense of the 
people’s comforts and enjoyments, and commonly either diminish 
capital or retard its accumulation. By diminishing capital they 
tend to diminish the real fund destined for the maintenance of 
labour; and therefore to diminish the real demand for it. Taxes, 
then, generally, as far as they impair the real capital of the country, 
diminish the demand for labour, and therefore it is a probable, but 
not a necessary, nor a peculiar consequence of a tax on wages, that 
though wages would rise, they would not rise by a sum precisely 
equal to the tax. 

Adam Smith, as we have seen, has fully allowed that the effect 
of a tax on wages, would be to raise wages by a sum at least equal 
to the tax, and would be finally, if not immediately, paid by the 
employer of labour. Thus far we fully agree; but we essentially 
differ in our views of the subsequent operation of such a tax. 

* A direct tax upon the wages of labour, therefore," says Adam 
Smith, “though the labourer might perhaps pay it out of his hand, 
could not properly be said to be even advanced by him; at least if 
the demand for labour and the average price of provisions remained 
the same after the tax as before it. In all such cases, not only the 
tax but something more than the tax, would in reality be advanced 
by the person who immediately employed him. The final payment 
would in different cases fall upon different persons. The rise which 
such a tax might occasion in the wages of manufacturing labour, 
would be advanced by the master manufacturer, who would be 
entitled and obliged to charge it with a profit, upon the price of his 
goods. The rise which such a tax might occasion in country labour, 
would be advanced by the farmer, who, in order to maintain the 
same number of labourers as before, would be obliged to employ a 
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greater capital. In order to get back this greater capital, together 
with the ordinary profits of stock, it would be necessary that he 
should retain a larger portion, or what comes to the same thing, the 
price ofa larger portion, of the produce of the land, and consequently 
that he should pay less rent to the landlord. The final payment of 
this rise of wages would in this case fall upon the landlord, ed 
with the additional profits of the farmer who had advanced it. all 
cases, a direct tax upon the wages of labour must, in the long run, 
occasion both a greater reduction in the rent of land, and a “ses 
rise in the price of manufactured goods, than would have followed, 
from the proper assessment of a sum equal to the produce of the tax, 

artly upon the rent of land, and partly upon consumable commo- 
ilitie” Vol. iii. p. 337. In this passage it is asserted that the 
additional wages paid by farmers will ultimately fall on the land- 
lords, who vill receive a diminished rent; but that the additional 
wages paid by manufacturers will occasion a rise in the price of 
manufactured goods, and will therefore fall on the consumers of 
those commodities. 

Now, suppose a society to consist of landlords, manufacturers, 
farmers, and labonrers, the labourers, it is agreed, would be recom- 
pensed for the tax ;—but by whom ?—who would pay that portion 
which did not fall on the landlords ?—the manufacturers could pay 
no part of it; for if the price of their commodities should rise in 
proportion to the additional wages they paid, they would be in 
a better situation after than before the tax. If the clothier, the 
hatter, the shoemaker, &c., should be each able to raise the price 
of their goods 10 per cent.,—supposing 10 per cent. to recompense 
them completely for the additional wages they paid, —if, as Adam 
Smith says, * they would be entitled and obliged to charge the 
additional wages with a profit upon the price of their goods," they 
could each consume as much as before of each other's goods, and . 
therefore they would pay nothing towards the tax. If the clothier 
paid more for his hats and shoes, he would receive more for his 
cloth, and if the hatter paid more for his cloth and shoes, he would 
receive more for his hats. All manufactured commodities, then, 
would be bought by them with as much advantage as before, and 
inasmuch as corn would not be raised in price, which is Dr Smith's 
supposition, whilst they had an additional sum to lay out upon its 
purchase, they would be benefited, but not injured by such a tax. 

If, then, neither the labourers nor the manufacturers would con- 
tribute towards such a tax; if the farmers would be also recom- 
pensed by a fall of rent, landlords alone must not only bear its whole 
weight, but they must also contribute to the increased gains of the 
manufacturers. To do this, however, they should consume all the 
manafactured commodities in the country, for the additional price 
charged on the whole mass is little more than the tax originally 
imposed on the labourers in manufactures. 

Now, it will not be disputed that the clothier, the hatter, and.all 
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other manufacturers, are consumers of each other's goods; it will 
not be disputed that labourers of all descriptions consume soap, 
cloth, shoes, candles, and various other commodities; it is there- 
fore impossible that the whole weight of these taxes should fall on 
landlords only. 

But if the labourers pay no part of the tax, and yet manufactured 
commodities rise in price, wages must rise, not only to compensate 
them for the tax, but for the increased price of manufactured neces- 
saries, which, as far as it affects agricultural labour, will be a new 
cause for the fall of rent; and, as far as it affects manufacturing 
labour, for a further rise in the price of goods. This rise in the 
price of goods will again operate on wages, and the action and 
re-action, first of wages on goods, and then of goods on wages, will 
be extended without any assignable limits. The arguments by 
which this theory is sopone. lead to such absurd conclusions, 
that it may at once be seen that the principle is wholly indefensible. 

All the effects which are produced on the profits of stock and 
the wages of labour, by a rise of rent and a rise of necessaries, in 
the natural progress of society, and increasing difficulty of produc- 
tion, will equally follow from a rise of wages in consequence of 
taxation ; and, therefore, the enjoyments of the labourer, as well as 
those of his employers, will be curtailed by the tax; and not by 
this tax particularly, but by every other which should raise an 
equal amount, as they would all tend to diminish the fund destined 
for the maintenance of labour. 

The error of Adam Smith proceeds in the first place from sup- 
posing that all taxes paid by the farmer must necessarily fall on 
the landlord, in the shape of a deduction from rent. On this sub- 
ject, I have explained myself most fully, and I trust that it has 
been shown, to the satisfaction of the reader, that since much 
capital is employed on the land which pays no rent, and since it is 
the result obtained by this capital which regulates the price of raw 
produce, no deduction can be made from rent ; and, consequently, 
either no remuneration will be made to the farmer for a tax on 
wages, or if made, it must be made by an addition to the price of 
raw produce. 

If taxes press unequally on the farmer, he will be enabled to 
raise the price of raw produce, to place himself on a level with 
those who carry on other trades; but a tax on wages, which would 
not affect him more than it would affect any other trade, could not 
be removed or compensated by a high price of raw produce ; for 
the same reason which should induce him to raise the price of 
corn, namely, to remunerate himself for the tax, would induce the 
clothier to raise the price of cloth, the shoemaker, hatter, and 
upholsterer, to raise the price of shoes, hats, and furniture. 

If they could all raise the price of their goods, so as to remu- 
nerate themselves, with a profit, for the tax: as they are all con- 
sumers of each other's commodities, it is obvious that the tax 
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could never be paid ; for who would be the contributors if all were 
compensated ? 

I hope, then, that I have succeeded in showing, that any tax 
which shall have the effect of raising wages, will be paid by a 
diminution of profits, and, therefore, that a tax on wages is in fact 
a tax on profits. 

This principle of the division of the produce of labour and capital 
between wages and profits, which I have attempted to establish, 
appears to me so certain, that excepting in the immediate effects, I 
should think it of little importance whether the profits of stock, or 
the wages of labour, were taxed. By taxing the profits of stock, 
you would probably alter the rate at which the funds for the main- 
tenance of labour increase, and wages would be disproportioned to 
the state of that fund, by being too high. By taxing wages, the 
reward paid to the labourer would also be disproportioned to the 
state of that fund, by being too low. Inthe one case by a fall, and 
in the other by a rise in money wages, the natural equilibrium 
between profits and wages would be restored. A tax on wages, 
then, does not fall on the landlord, but it falls on the profits of 
stock: it does not “ entitle and oblige the master manufacturer to 
charge it with a profit on the prices of his goods,” for he will be 
unable to increase their price, and therefore he must himself wholly 
and without compensation pay such a tax.* 

If the effect of taxes on wages be such as I have described, they 
do not merit the censure cast upon them by Dr Smith. He ob- 
serves of such taxes, * These, and some other taxes of the same 
kind, by raising the price of labour, are said to have ruined the 
greater part of the manufactures of Holland. Similar taxes, though 
not quite so heavy, take place in the Milanese, in the states of 
Genoa, in the duchy of Modena, in the duchies of Parma, Pla- 
centia, and Guastalla, and in the ecclesiastical states. A French 
author of some note, has proposed to reform the finances of his 
country, by substituting in the room of other taxes, this most 
ruinous of all taxes. ‘There is nothing so absurd, says Cicero, 
‘which has not sometimes been asserted by some philosophers.’ " 
And in another place he says : *taxes upon necessaries, by eux 
the wages of labour, necessarily tend to raise the price of al 
manufactures, and consequently to diminish the extent of their sale 
and consumption.” They would not merit this censure, even if 
Dr Smith's principle were correct, that such taxes would enhance 
the prices o manufactured commodities ; for such an effect could 
be only temporary, and would subject us to no disadvantage in our 


* M. Say appears to have imbibed the general opinion on this subject. Speaking 
of corn, he says, “thence it results, that its price influences the price of all other 
commodities. A farmer, a manufacturer, or a merchant, employs a certain number 
of workmen, who all have occasion to consume a certain quantity of corn. If the 
price of corn rises, he is obliged to raise, in an equal proportion, the price of his pro- 
ductions." Vol. i. p. 255. 
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foreign trade. If any cause should raise the price of a few manu- 
factured commodities, it would prevent or check their exportation ; 
but if the same cause operated generally on all, the effect would 
be merely nominal, and would neither interfere with their relative 
value, nor in any degree diminish the stimulus to a trade of barter, 
which all commerce, both foreign and domestic, really is. 

I have already attempted to show, that when any cause raises 
the prices of all commodities, the effects are nearly similar to a fall 
in the value of money. If moncy falls in value all commodities 
rise in price; and if the effect is confined to one country, it will 
affect its foreign commerce in the same way as a high price of 
commodities caused by general taxation; and, therefore,in examining 
the effectsof a low value of money confined to one country, we are also 
examining the effects of a high price of commodities confined to one 
country. Indeed, Adam Smith was fully aware of the resemblance 
between these two cases, and consistently maintained that the low 
value of money, or, as he calls it, of eilver in Spain, in consequence 
of the prohibition against its exportation, was very highly prejudi- 
cial to the manufactures and foreign commerce of Spain. “ But 
that degradation in the value of silver, which being the effect either 
of the peculiar situation, or of the political institutions of a particular 
country, takes place only in that country, is a matter of very 
great consequence, which, far from tending to make any body really 
richer, tends to make every body really poorer. The rise in the 
money price of all commodities, which 1s in this case peculiar to that 
country, tends to discourage more or less every sort of industry 
which is carried on within it, and to enable foreign nations, by 
furnishing almost all sorts of goods for a smaller quantity of silver 
than its own workmen can afford to do, to undersell them not only 
in the foreign but even in the home market.” Vol. ii. p. 278. 

One, and I think the only one, of the disadvantages of a low value 
of silver in a country, proceeding from a forced abundance, has been 
ably explained by Dr Smith. If the trade in gold and silver were 
free, *the gold and silver which would go abroad would not go 
abroad for nothing, but would bring back an equal value of goods 
of some kind or another. Those goods, too, would not be all 
matters of mere luxury and expense to be consumed by idle 
people, who produce nothing in return for their consumption. As 
the real wealth and revenue of idle people would not be augmented 
by this extraordinary exportation of gold and silver, so would 
neither their consumption be augmented by it. Those goods would 
—probably the greater part of them, and voler | some part of 
them—consist in materials, tools, and provisions, for the employ- 
ment and maintenance of industrious people, who would reproduce 
with a profit the full value of their consumption. A part of the 
dead stock of the society would thus be turned into active stock, 
and would put into motion a greater quantity of industry than had 
been employed before." 
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By not allowing a free trade in the precious metals when the 
prices of commodities are raised, either by taxation, or by the influx 
of the precious metals, you prevent a part of the dead stock of the 
society from being turned into active stock—you prevent a greater 
quantity of industry from being employed. But this is the whole 
amount of the evil, —an evil never felt by those countries where the 
exportation of silver is either allowed or connived at. 

The exchanges between countries are at par only whilst they 
have precisely that quantity of currency which, in the actual situa- 
tion of things, they should have to carry on the circulation of their 
commodities. If the trade in the precious metals were perfectly 
free, and money could be exported without any expense whatever, 
the exchanges could be no otherwise in every country than at par. 
If the trade in the precious metals were perfectly free, —if they 
were generally used in circulation, even vith the expenses of trans- 
porting them, the exchange could never in any of them deviate 
more from par than by these expenses. These principles, I believe, 
are now nowhere disputed. i a country uscd paper money not 
exchangeable for specie, and, therefore, not regulated by any fixed 
standard, the exchanges in that country might deviate from par, in 
the same proportion as its money might be multiplied beyond that 
quantity which would have been allotted to it by general commerce, 
if the trade in moncy had been free, and the precious metals had 
been used, either for money, or for the standard of money. 

If by the general operations of commerce, 10 millions of pounds 
sterling, of a known weight and fineness of bullion, should be the 
portion of England, and 10 millions of paper pounds were substi- 
tuted, no effect would be produced on the exchange; but if by the 
abuse of the power of issuing paper money, 11 millions of pounds 
should be employed in the circulation, the exchange would be 9 per 
cent. against England ; if 12 millions were employed, the exchange 
would be 16 per cent. ; and if 20 millions, the exchange would be 
90 per cent. against England. To produce this effect it is not, 
however, necessary that paper money should be employed: any 
cause which retains in circulation a greater quantity of pounds than 
would have circulated, if commerce had been free, and the precious 
metals of a known weight and fineness had been uscd, either for 
money, or for the standard of money, would exactly produce the 
same effects. Suppose that by clipping the money, each pound 
did not contain the quantity of gold or silver which by law it 
should contain, a greater number of such pounds might be em- 
ployed in the circulation than if they were not clipped. If from 
cach pound one-tenth werc taken away, 11 millions of such pounds 
might be used instead of 10; if two-tenths were taken away, 12 
millions might be employed; and if one-half were taken away, 20 
millions might not be found superfluous. If the latter sum were 
used instead of 10 millions, every commodity in England would 
he raised to double its former price, and the exchange would be 
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50 per cent. against England; but this would occasion no dis- 
turbance in foreign commerce, nor discourage the manufacture of 
any one commodity. If, for example, cloth rose in England from 
207. to 40l. per piece, we should just as freely export it after as 
before the rise; for à compensation of 50 per cent. would be made 
to the foreign purchaser in the exchange; so that with 207. of his 
money, he could purchase a bill which would enable him to pay a 
debt of 40l. in England. In the same manner, if he exported a 
commodity which cost 20/. at home, and which sold in England for 
40l., he would only receive 20/., for 40/7. in England would only 
purchase a bill for 20/. on a foreign country. The same effects 
would follow from whatever cause 20 millions could be forced to 
perform the business of circulation in England, if 10 millions only 
were necessary. If soabsurd a law as the prohibition of the expor- 
tation of the precious metals could be enforced, and the consequence 
of such prohibition were to force 11 millions of good pounds, fresh 
from the mint, instead of 10, into circulation, the exchange would 
be 9 per cent. against England; if 12 millions, 16 per cent.; and 
if 20 millions, 50 per cent. against England. But no discourage- 
ment would be given to the manufactures of England; if home 
commodities sold at a high price in England, so would foreign 
commodities ; and whether they were high or low would be of little 
importance to the foreign exporter and importer, whilst he would, 
on the one hand, be obliged to allow a compensation in the exchange 
when his commodities sold at a dear rate, and would receive the 
same compensation when he was obliged to purchase Pop com- 
modities at a high price. The sole disadvantage, then, which could 
happen to a country from retaining, by prohibitory laws, a greater 
quantity of gold and silver in circulation than would otherwise 
remain there, would be the loss which it would sustain from em- 

loying a portion of its capital unproductively instead of employing 
it productively. In the form of money, this capital is productive 
of no profit; in the form of materials, machinery, and food, for 
which it might be exchanged, it would be productive of revenue, 
and would add to the wealth and the resources of the state. Thus, 
then, I hope, I have satisfactorily proved, that a comparatively low 
price of the precious metals, in consequence of taxation, or in other 
words, a generally high price of commodities, would be of no dis- 
advantage to a state, as a part of the metals would be exported, 
which, by raising their value, would again lower the prices of com- 
modities. And further, that if they were not exported, if by 
prohibitory laws they could be retained in a country, the effect on the 
exchange would counterbalance the effect of high prices. If, then, 
taxes on necessaries and on wages would not raise the prices of all 
commodities on which labour was expended, they cannot be con- 
demned on such grounds ; and moreover, even if the opinion given 
by Adam Smith, that they would have such an effect were well 
founded, they would be in no degree injurious on that account. 
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They would be objectionable for no other reason than those which 
might be justly urged against taxes of any other description. 

The landlords, as such, would be exempted from the burden of 
the tax; but as far as they directly employed labour in the expen- 
diture of their revenues, by supporting gardeners, menial servants, 
&c., they would be subject to 1ts operation. 

It is undoubtedly true, that “taxes upon luxuries have no tend- 
ency to raise the price of any other commodities, except that of the 
commodities taxed ;” but it is not true, “that taxes upon necessaries, 
by raising the wages of labour, necessarily tend to raise the price of 
all manufactures.” It is true that “taxes upon luxuries are finally 
paid by the consumers of the commodities taxed, without any re- 
tribution. They fall indifferently upon every species of revenue, 
the wages of labour, the profits af stock, and the rent of land ;” but 
it is not true, “ that taxes upon necessaries, so far as they affect the 
labouring poor, are finally paid partly by landlords in the diminished 
rent of their lands, and partly by rich consumers, whether landlords 
or others, in the advanced price of manufactured goods ;” for, so far 
as these taxes affect the labouring poor, they will be almost wholly 
pu by the diminished profits of stock, a small part only being paid 

y the labourers themselves in the diminished apie | for labour, 
which taxation of every kind has a tendency to produce. 

It is from Dr Smith’s erroneous view of the effect of those taxes, 
that he has been led to the conclusion, that “the middling and 
superior ranks of people, if they understood their own interest, ought 
always to oppose all taxes upon the necessaries of life, as well as all 
direct taxes upon the wages of labour.” This conclusion follows 
from his reasoning, “ that the final payment of both one and the 
other falls altogether upon themselves, and always with a consider- 
able overcharge. They fall heaviest upon the landlords,* who 
always pay in a double capacity; in that of landlords, by the re- 
duction of their rent, and in that of rich consumers, by the increase 
of their expense. The observation of Sir Matthew Decker, that 
certain taxcs are, in the price of certain goods, sometimes repeated 
and accumulated four or five times, is perfectly just with regard to 
taxes upon the necessaries of life. In the price of leather, for 
example, you must pay, not only for the tax upon the leather of 
your own shoes, but for a part of that upon those of the shoemaker 
and the tanner. You must pay too, for the tax upon the salt, upon 
the soap, and upon the candles, which those workmen consume 
while employed in your service, and for the tax upon the leather, 
which the salt-maker, the soap-maker, and the candle-maker con- 
sume, while employed in their service.” 

Now as Dr Smith does not contend that the tanner, the salt- 
maker, the soap-maker, and the candle-maker, will either of them 
be benefited by the tax on leather, salt, soap, and candles; and as 


" Pos far from this being true, they would scarcely affect the landlords and stock- 
older. 
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it is certain, that Government will receive no more than the tax 
imposed, it is impossible to conceive, that more can be paid by the 
public upon whomsoever the tax may fall. The rich consumers 
may, and indeed will, pay for the poor consumer, but they will pay no 
more than the whole amount of the tax; and it is not in the nature 
of things, that “the tax should be repeated and accumulated four or 
five times.” 

A system of taxation may be defective ; more may be raised from 
the people, than what finds its way into the coffers of the State, as 
a part, in consequence of its effect on prices, may possibly be received 
by those who are benefited by the peculiar mode in which taxes are 
laid. Such taxes are pernicious, and should not be encouraged ; for 
it may be laid down as a principle, that when taxes operate justly, 
they conform to the first of Dr Smith’s maxims, and raise from the 
people as little as possible beyond what enters into the public trea- 
sury of the State. M. Say says, “others offer plans of finance, and 
propose means for filling the coffers of the sovereign, without any 
charge to his subjects. But unless a plan of finance is of the nature 
of a commercial undertaking, it cannot give to Government more 
than it takes away, either from individuals or from Government 
itself, under some other form. Something cannot be made out of 
nothing, by the stroke of a wand. In whatever way an operation 
may be disguised, whatever forms we may constrain a value to take, 
whatever metamorphosis we may make it undergo, we can only have 
a value by creating it, or by iain it from others. The very best 
of all plans of finance is to spend little, and the best of all taxes is, that 
which is the least in amount." 

Dr Smith uniformly, and I think justly, contends, that the 
labouring classes cannot materially contribute to the burdens of the 
State. A tax on necessaries, or on wages, will therefore be shifted 
from the poor to the rich: if then the meaning of Dr Smith is, 
* that certain taxes are in the price of certain goods sometimes 
repeated, and accumulated four or five times," for the purpose only 
of accomplishing this end, namely, the transference of the tax from 
the poor to the rich, they cannot be liable to censure on that 
account. 

Suppose the just share of the taxes of a rich consumer to be 
100/., and that he would pay it directly, if the tax were laid on in- 
come, on wine, or on any other luxury, he would suffer no injury 
if, by the taxation of necessaries, he should be only called upon for 
the payment of 25/., as far as his own consumption of necessaries, 
and that of his family was concerned; but should be required to 
repeat this tax three times, by paying an additional price for other 
commodities to remunerate the labourers, or their employers, for 
the tax which they have been called upon to advance. Even in 
that case the reasoning is inconclusive : for if there be no more paid 
than what is required’ by Government: of what importance can it 
be to the rich consumer, whether he pay the tax directly, by paying 


142 TAXES ON WAGES. 


an increased price for an object of luxury, or indirectly, by paying 
an increased price for the necessaries and other commodities he 
consumes? If more be not paid by the people than what is re- 
ceived by Government, the rich consumer will only pay his equitable 
share; if more is paid, Adam Smith should have stated by whom 
it is received ; but his whole argument is founded in error, for the 
prices of commodities would not be raised by such taxes. 

M. Say does not appear to me to have consistently adhered to 
the obvious principle, which I have quoted from his able work ; for 
in the next page, speaking of taxation, he says, * When it is pushed 
too far, it produces this lamentable effect, it deprives the contri- 
butor of a portion of his riches, without enriching the State. This 
is what we may comprehend, if we consider that every man's power 
of consuming, whether productively or not, is limited by his income. 
He cannot then be deprived of a part of his income, without being 
obliged proportionally to reduce his consumption. Hence arises a 
diminution of demand for those goods, which he no longer consumes, 
and particularly for those on which the tax isimposed. From this 
diminution of demand, there results a diminution of production, and 
consequently of taxable commodities. The contributor then will 
lose a portion of his enjoyments; the producer a portion of his 
profits; and the treasury, a portion of its receipts." 

M. Say instances the tax on salt in France, previous to the 
revolution; which, he says, diminished the production of salt by 
one half. If, however, less salt was consumed, less capital was 
employed in producing it; and, therefore, though the producer 
would obtain less profit on the production of salt, he would obtain 
more on the production of other things. If a tax, however burden- 
some it may be, falls on revenue, and not on capital, it does not 
diminish demand, it only alters the nature of it. It enables 
Government to consume as much of the produce of the land and 
labour of the country, as was before consumed by the individuals 
who contribute to the tax, an evil sufficiently great without over- 
charging it. If my income is 1000/. per annum, and I am called 
upon for 1007. per annum for a tax, I shall only be able to demand 
nine-tenths of the quantity of goods, which I before consumed, but 
I enable Government to demand the other tenth. If the commo- 
dity taxed be corn, it is not necessary that my demand for corn 
should diminish, as I may prefer to pay 100/. per annum more for 
my corn, and to the same amount abate in my demand for wine, 
furniture, or any other luxury.* Less capital will consequently be 
employed in the wine or upholstery trade, but more will be em- 


* M. Say says, “that the tax added to the price of a commodity, raises its price. 
Every increase in the price of a commodity, necessarily reduces the number of those 
who are able to purchase it, or at least the quantity they will consume of it." This is 
by no means a necessary consequence. I do not believe, that if bread were taxed, 
the ae ac of bread would be diminished, more than if cloth, wine, or soap were 
taxed. 
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ployed in manufacturing those commodities, on which the taxes 
levied by Government will be expended. 

M. Say says that M. Turgot, by reducing the market dues on 
fish (les droits d'entrée et de halle sur la marée) in Paris one half, 
did not diminish the amount of their produce, and that conse- 

uently, the consumption of fish must have doubled. He infers 
rom this, that the profits of the fisherman and those engaged in 
the trade, must also have doubled, and that the income of the 
count must have increased, by the whole amount of these in- 
creased profits; and by giving a stimulus to accumulation, must 
have increased the resources of the State.* 

Without calling in question the policy which dictated this altera- 
tion of the tx d have my doubts, whether it gave any great 
stimulus to accumulation. If the profits of the fisherman and 
others engaged in the trade, were doubled in consequence of more 
fish being consumed, capital and labour must have,been withdrawn 
from other occupations to engage them in this particular trade. 
But in those occupations capital and labour were productive of 

rofits, which must have been given up when they were withdrawn. 

he ability of the country to accumulate, was only increased by 
the difference between the profits obtained in the business in whic 
the capital was newly engaged, and those obtained in that from 
which it was withdrawn. 

Whether taxes be taken from revenue or capital, they diminish 
the taxable commodities of the State. If I cease to expend 100/. 
on wine, because by paying a tax of that amount I have enabled 
Government to expend 100/. instead of expending it myself, one 
hundred pounds’ worth of goods are necessarily withdrawn from the 
list of taxable commodities. If the revenue of the individuals of a 
country be 10 millions, they will have at least 10 millions’ worth of 
taxable commodities. If, by taxing some, one million be transferred 
to the disposal of Government, their revenue will still be nominally 
10 millions, but they will remain with only nine millions’ worth of 
taxable commodities. There are no circumstances under which 
taxation does not abridge the enjoyments of those on whom the 
taxes ultimately fall, and no means by which those enjoyments can 
again be extended but the accumulation of new revenue. 

Taxation can never be so equally applied as to operate in the 
same proportion on the value of all commodities, and still to pre- 
serve them at the same relative value. It frequently operates very 
differently from the intention of the legislature, by its indirect 


* The following remark of the same author appears to me equally erroneous: 
“ When a high duty is laid on cotton, the production of all those good of which cotton 
is the basis ix diminished. If the total value added to cotton in its various manufac- 
tures, in a particular country, amounted to 100 millions of francs per annum, and 
the effect of the tax was, to diminish the consumption one half, then the tax would 
deprive that country every year of 50 millions of francs, iu addition to the sum received 
by Government." Vol. ii. p. 314. 
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effects. We have already seen that the effect of a direct tax on 
corn and raw produce is, if money be also produced in the country, 
to raise the price of all commodities in proportion as raw produce 
enters into their composition, and thereby to destroy the natural 
relation which previously existed between them. Another indirect 
effect is, that it raiscs wages, and lowers the rate of profits; and 
we have also seen, in another part of this work, that the effect of a 
rise of wages and a fall of profits is to lower the money prices of 
those commodities which are produced in a greater degree by the 
SE oeni of fixed capital. 

'hat a commodity, when taxed, can no longer be so Ty 
exported, is so well understood, that a drawback is frequentl 
allowed on its exportation, and a duty laid on its importation. If 
these drawbacks and duties be accurately laid, not only on the 
commodities themselves, but on all which they may indirectly affect, 
then, indeed, there will be no disturbance in the value of the precious 
metals. Since we could as readily export a commodity after being 
taxed as before, and since no peculiar facility would be given to 
importation, the precious metals would not, more than before, enter 
into the list of exportable commodities. 

Of all commodities none are perhaps so proper for taxation as 
those which, either by the aid of nature or art, are produced with 
peculiar facility. With respect to foreign countries, such com- 
modities may be classed under the head of those which are not 
regulated in their price by the quantity of labour bestowed, but 
rather by the caprice, the tastes, and the power of the purchasers. 
If England had more productive tin mines than other countries, or 
if, from superior iit or fuel, she had peculiar facilities in 
manufacturing cotton goods, the prices of tin and of cotton goods 
would still in England be regulated by the comparative quantity of 
labour and cul required to produce them, and the competition 
of our merchants would make them very little dearer to the foreign 
consumer. Our advantage in the production of these commodities 
might be so decided, that probably they could bear a very great 
additional price in the foreign market, without very materially 
diminishing their consumption. This price they never could attain, 
whilst competition was free at home, by any other means but by a 
tax on their exportation. This tax would fall wholly on foreign 
consumers, and part of the expenses of the Government of England 
would be defrayed by a tax on the land and labour of other coun- 
tries. The tax on tea, which at present is paid by the people of 
England, and goes to aid the expenses of the Governmentof England, 
might, if laid in China on the exportation of the tca, be diverted to 
the payment of the expenses of the Government of China. . 

Taxes on luxuries have some advantage over taxes on necessaries. 
They are generally paid from income, and therefore do not diminish 
the productive capital of the country. If wine were much raised in 
price in consequence of taxation, it is probable that a man would 
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rather forego the enjoyments of wine than make any important 
encroachments on his capital to be enabled to purchase it. They 
are so identified with price that the contributor 1s hardly aware that 
he is paying a tax. But they have also their disadvantages. First, 
. they never reach capital and on some extraordinary occasions it 
may be expedient that even capital should contribute towards the 
public exigencies; and, secondly, there is no certainty as to the 
amount of the tax, for it may not reach even income. À man intent 
on saving will exempt himself from a tax on wine by giving up the 
use of it. The income of the country may be undiminished, and 
yet the state may be unable to raise a shilling by the tax. 

Whatever habit has rendered delightful will be relinquished with 
reluctance, and will continue to be consumed notwithstanding a 
very heavy tax ; but this reluctance has its limits, and experience 
every day demonstrates that an increase in the nominal amount of 
taxation often diminishes the produce. One man will continue to 
drink the same quantity of wine, though the price of every bottle 
should be raised three shillings, who would yet relinquish the use 
of wine rather than pay four. Another will be content to pay four, 
yet refuse to pay five shillings. The same may be said of other 
taxes on luxuries: many would pay a tax of 5l. for the enjoyment 
which a horse affords, who would not pay 104. or 20/7. It is not 
because they cannot pay more that they give up the use of wine 
and of horses, but because they will not pay more. Every man has 
some standard in his own mind by which he estimates the value of 
his enjoyments, but that standard is as various as the human cha- 
racter. A country whose financial situation has become extremely 
artificial, by the mischievous policy of accumulating a large national 
debt, and a consequently enormous taxation, is aR exposed 
to the inconvenience attendant on this mode of raising taxes. After 
visiting with a tax the whole round of luxuries; after laying horses, 
carriages, wine, servants, and all the other enjoyments of the rich 
under contribution ; a minister is induced to have recourse to more 
direct taxes, such as income and property taxes, neglecting the 
golden maxim of M. Say, “ that the very best of all plans of finance 
18 to spend little, and the best of all taxes is that which is the least 
in amount." l 


[ 146 ] 


CHAPTER XVII. 


TAXES ON OTHER COMMODITIES THAN RAW PRODUCE. 


ON the same principle that a tax on corn would raise the price of 
corn, a tax on any other commodity would raise the price of that 
commodity. If the commodity did not rise by a sum equal to the 
tax, it would not give the same profit to the producer which he 
had before, and he would remove his capital to some other employ- 
ment. i 

The taxing of all commodities, whether they be necessaries or 
luxuries, will, while money remains at an unaltered value, raise their 
prices by a sum at least equal to the tax.* A tax on the manufac- 
tured necessaries of the labourer would have the same effect on 
wages as a tax on corn, which differs from other necessaries only by 
being the first and most important on the list; and it would pro- 
duce precisely the same effects on the profits of stock and foreign 
trade. But a tax on luxuries would have no other effect than to 
raise their price. It would fall wholly on the consumer, and could 
neither increase wages nor lower profits. 

Taxes which are levied on a country for the purpose of support- 
ing war, or for the ordinary expenses of the State, and which are 
chiefly devoted to the support of unproductive labourers, are taken 
from the productive industry of the country; and every saving 
which can be made from such expenses will be generally added to 
the income, if not to the capital of the contributors. When, for 
the expenses of a year's war, twenty millions are raised by means 
of a loan, it is the twenty millions which are withdrawn from the 


* It is observed by M. Say, “ that a manufacturer is not enabled to make the con- 
sumer pay the whole tax levied on his commodity, because its increased price will 
diminish its consumption." Should this be the case, should the consumption be dimi- 
nished, will not the supply also speedily be diminished? Why should the manufac- 
turer continue in the trade, if his profits are below the general level? M. Say appears 
here also to have forgotten the doctrine which he elsewhere supports, ** that the cost 
of production determines the price, below which commodities cannot fall for any 
cs gy of time, because production would be then either suspended or diminished.” — 

ol. ii. p. 26. 

* The tax in this case falls then partly on the consumer, who is obliged to give 
more for the commodity taxed, and partly on the producer, who, after deducting the 
tax, will receive less. The public treasury will be benefited by what the purchaser 
pays in addition, and also by the sacrifice which the producer is obliged to make of a 

art of his pu It is the effort of gunpowder, which acts at the same time on the 
ullet which it projects, and on the gun which it causes to recoil."—V ol. ii. p. 333. 
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productive capital of the nation. The million per annum which is 
raised by taxes to pay the interest of this loan, 1s merely transferred 
from those who pay it to those who receive it, from the contributor 
to the tax to the national creditor. The real expense is the twenty 
: millions, and not the interest which must be paid for it." Whether 
the interest be or be not paid, the country will neither be richer 
nor poorer. Government might at once have required the twenty 
millions in the shape of taxes; in which case it would not have 
been necessary to raise annual taxes to the amount of a million. 
This, however, would not have changed the nature of the transac- 
tion. An individual, instead of being called upon to pay 1007. per 
annum, might have been obliged to pay 20004. once for all. It 
might also fave suited his convenience rather to borrow this 2000/., 
and to pay 100/. per annum for interest to the lender, than to spare 
the larger sum from his own funds. In one case, it is a private 
transaction between A and B, in the other Government guarantees 
to B the payment of interest to be equally paid by A. If the 
transaction had been of a private nature, no public record would 
be kept of it, and it would be a matter of comparative indifference 
to the country whether A faithfully performed his contract to B, 
or unjustly retained the 100/. per annum in his own possession. 
The country would have a general interest in the faithful performance 
of a contract, but with respect to the national wealth, it would have 
no other interest than whether A or B would make this 100/. most 
productive; but on this question it would neither have the right 
nor the ability to decide. It might be possible, that if A retained 
it for his own use, he might squander it unprofitably, and if it were 
paid to B, he might add it to his capital, and employ it productively. 
And the converse would also be possible; B might squander it, 
and A might employ it productively. With a view to wealth only, 
it might be equally or more desirable that A should or should not 
pay it; but the claims of justice and good faith, a greater utility, 
are not to be compelled to yield to those of a less; and accordingly, 
if the State were called upon to interfere, the courts of justice would 
oblige A to perform his contract. A debt guaranteed by the nation, 
differs in no respect from the above transaction. Justice and good 


* « Melon says, that the debts of a nation are debts due from the right hand to the 
left, by which the body is not weakened. It is true that the general wealth is not 
diminished by the payment of the interest on arrears of the debt: The dividends are 
a value which passes from the hand of the contributor to the national creditor: 
Whether it be the national creditor or the contributor who accumulates or consumes 
it, is, I agree, of little importance to the society ; but the principal of the debt—what 
has become of that? It exists no more. The consumption which has followed the 
loan has annihilated a capital which will never yield any further revenue. The so- 
ciety is deprived not of the amount of interest, since that passes from one hand to 
the other, but of the revenue from a destroyed capital. This capital, if it had been 
employed productively by him who lent it to the State, would equally have yielded 
him an income, but that income would have been derived from a real production, and 
would not have been furnished from the pocket of a fellow citizen.”—Say, vol. ii. 
p.357. "This is both conceived and expressed in the true spirit of the science. 
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faith demand that the interest of the national debt should continue 
to be paid, and that those who have advanced their capitals for the 
general benefit, should not be required to forego their equitable 
claims, on the plea of expediency. 

But independently of this consideration, it is by no means certain 
that political utility would gain any tne by the sacrifice of political 
integrity; it does by no means follow that the party exonerated 
from the payment of the interest of the national debt would employ 
it more productively than those to whom indisputably it is due. 
By cancelling the national debt, one man’s income might be raised 
from 1000/7. to 1,500/., but another man’s would be lowered from 
1,5007. to 10007. These two men’s incomes now amount to 2,500/.; 
they would amount to no more then. If it be the object of Govern- 
ment to raise taxes, there would be precisely the same taxable 
capital and income in one case as in the other. It is not, then, by 
the payment of the interest on the national debt that a country is 
distressed, nor is it by the exoneration from payment that it can be 
relieved. It is only by saving from income, and retrenching in 
expenditure, that the national capital can be increased ; and neither 
the income would be increased, nor the expenditure diminished by 
the annihilation of the national debt. It is by the profuse expendi- 
ture of Government and of individuals, and by loans, that the 
country is impoverished; every measure, therefore, which is calcu- 
lated to promote public and private economy will relieve the public 
distress; but it is error and delusion to suppose that a real national 
difficulty can be removed by shifting it from the shoulders of one 
class of the community, who justly ought to bear it, to the shoulders 
of another class, who, upon every principle of equity, ought to bear 
no more than their share. 

From what I have said, it must not be inferred that I consider 
the system of borrowing as the best calculated to defray the extra- 
ordinary expenses of the State. It is a system which tends to make 
us less thrifty—to blind us to our real situation. If the expenses 
of a war be 40 millions per annum, and the share which a man 
would have to contribute towards that annual expense were 1001, 
he would endeavour, on being at once called upon for his portion, 
to save speedily the 100/. from his income. By the system of loans, 
he is called upon to pay only the interest of this 1007., or 5l. per 
annum, and considers that he does enough by saving this 5/. from 
his expenditure, and then deludes himself with the belief that he is 
as rich as before. The whole nation, by reasoning and acting in 
this manner, save only the interest of 40 millions, or two millions; 
and thus, not only lose all the interest or profit which 40 millions 
of capital, employed productively, would afford, but also 38 millions, 
the difference between their savings and expenditure. If, as I 
before observed, each man had to make his own loan, and contribute 
his full proportion to the exigencies of the State, as soon as the war 
ceased, taxation would cease, and we should immediately fall into 
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a natural state of prices. Out of his private funds, A might have 
to pay to B interest for the money he borrowed of him during the 
war, to enable him to pay his quota of the expense; but with this 
the nation would have no concern. 

A country which has accumulated a large debt, is placed in a 
most artificial situation ; and although the amount of taxes, and the 
increased price of labour, may not, and I believe does not, place it 
under any other disadvantage with respect to foreign countries, 
except the unavoidable one of paying those taxes, yet it becomes 
the interest of every contributor to withdraw his shoulder from the 
burthen, and to shift this payment from himself to another ; and the 
temptation to remove himself and his capital to another country, 
where he will be exempted from such burthens, becomes at last 
irresistible, and overcomes the natural reluctance which every man 
feels to quit the place of his birth, and the scene of his early associ- 
ations. A country which has involved itself in the difficulties 
attending this artificial system, would act wisely by ransoming itself 
from them, at the sacrifice of any portion of its property which 
might be necessary to redeem its debt. That which is wise in an 
individual, is wise also in a nation. A man who has 10,000}, pay- 
ing him an income of 500/., out of which he has to pay 100/. per 
annum towards the interest of the debt, is really worth only 80002, 
and would be equally rich, whether he continued to pay 1007. per 
annum, or at once, and for only once, sacrificed 20007. But where, 
it is asked, would be the purchaser of the property which he must 
sell to obtain this 2000/.? The answer is plain: the national creditor, 
who is to receive this 2000/., will want an investment for his money, 
and will be disposed either to lend it to the landholder, or manu- 
facturer, or to purchase from them a part of the property of which 
they have to dispose. To such a payment the stockholders them- 
selves would largely contribute. ‘This scheme has been often 
recommended, but we have, I fear, neither wisdom enough, nor 
virtue enough, to adopt it. It must, however, be admitted, that 
during peace, our unceasing efforts should be directed towards pay- 
ing off that part of the debt which has been contracted during war ; 
and that no temptation of relief, no desire of escape from present, 
and I hope temporary distresses, should induce us to relax in our 
attention to that great object. 

No sinking fund can be efficient for the purpose of diminishing 
the debt, if it be not derived from the excess of the public revenue 
over the public expenditure. It is to be regretted, that the sinking 
fund in this country is only such in name; for there is no excess 
of revenue above expenditure. It ought, by economy, to be made 
what it is professed to be, a really efficient fund for the payment 
of the debt. If, on the breaking out of any future war, we shall 
not have very considerably reduced our debt, one of two things 
must happen, either the whole expenses of that war must be defrayed 
by taxes raiscd from year to year, or we must, at the end of that war, 
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if not before, submit to a national bankruptcy ; not that we shall be 
unable to bear any large additions to the debt; it would be diffi- 
cult to set limits to the powers of a great nation; but assuredly 
there are limits to the price, which in the form of pee taxa- 
tion, individuals will submit to pay for the privilege merely of 
living in their native country.* 

When a commodity is at a monopoly price, it is at the very 
highest price at which the consumers are willing to purchase it. 
Commodities are only at a monopoly price, when by no possible 
device their quantity can be augmented ; and when, therefore, the 
competition 1s wholly on one side—amongst the buyers. The 
monopoly price of one period may be much lower or higher than 
the monopoly price of another, because the competition amongst 
the purchasers must depend on their wealth, and their tastes and 
caprices. Those peculiar wines, which are produced in very limited 
quantity, and those works of art, which from their excellence or 
rarity, have acquired a fanciful value, will be exchanged for a very 
different quantity of the produce of ordinary labour, according as 
the society is rich or poor, as it possesses an abundance or scarcity 
of such produce, or as it may be in a rude or polished state. The 
exchangeable value therefore of a commodity which is at a monopoly 
price, is nowhere regulated by the cost of production. 

Raw produce is not at a monopoly price, b uo the market price 
of barley and wheat is as much regulated by their cost of produc- 
tion, as the market price of cloth and linen. The only ditference 
is this, that one portion of the capital employed in agriculture regu- 
lates the price of corn, namely, that portion which pays no rent ; 
whereas, in the production of manufactured commodities, every 
portion of capita] is employed with the same results; and as no 
portion pays rent, every portion is equally a regulator of price: 
corn, and other raw produce, can be augmented, too, in quantity, 
by the employment of more capital on the land, and therefore they 
are not at a monopoly price. There is competition among the 
sellers, as well as amongst the buyers. "This is not the case in the 
production of those rare wines, and those valuable specimens of 
art, of which we have been speaking; their quantity cannot be 
increased, and their price is limited only by the extent of the power 
and will of the purchasers. The rent of these vineyards may be 
raised beyond any moderately assignable limits, because no other 


* “Credit, in general, is good, as it allows capitals to leave those hands where 
they are not usefully employed, to pass into those where they will be made productive: 
it diverts a capital from an employment useful only to the capitalist, such as an invest- 
ment in the public funds, to make it productive in the hands of industry. It facilitates 
the employments of all capitals, and leaves none unemployed."— Economie Politique, 
p. 463. 2 Vol. 4th Edition.—This must be an oversight of M. Say. The capital or 
the stockholder can never be made productive—it is, in fact, no capital. If he 
were to sell his stock, and employ the capital he obtained for it, productively, he could 
only do so by detaching the capital of the buyer of his stock from a productive 
emplovment. 
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land being able to produce such wines, none can be brought into 
competition with them. 

The corn and raw produce of a country may, indeed, for a time, 
sell at à monopoly price; but they can do so permanently only 
when no more capital can be profitably employed on the lands, and 
when, therefore, their produce cannot be increased. At such time, 
every portion ofland in cultivation, and every portion of capital 
employed on the land, will yield a rent, differing, indeed, in propor- 
tion to the difference in the return. At such a time, too, any tax 
which may be imposed on the farmer, will fall on rent, and not on 
the consumer. He cannot raise the price of his corn, because, by 
the supposition, it is already at the highest price at which the pur- 
chasers will or can buy it. He will not be satisfied with a lower 
rate of profits than that obtained by other capitalists, and, therefore, 
his only alternative will be, to obtain a reduction of rent, or to quit 
his employment. 

Mr Buchanan considers corn and raw produce as at a monopoly 
price, because they yield a rent: all commodities which yield a 
rent, he supposes, must be at a monopoly price ; and thence he infers, 
that all taxes on raw produce would fall on the landlord, and not 
on the consumer. “ The price of corn,” he says, “ which always 
affords a rent, being in no respect influenced by the expenses of its 
production, those expenses must be paid out of the rent ; and when 
they rise or fall, therefore, the consequence is not a higher or lower 
price, but a higher or a lower rent. In this view, all taxes on farm 
servants, horses, or the implementa of agriculture, are in reality 
land taxes,—the-burden falling on the farmer during the currency 
of his lease, and on the landlord, when the lease comes to be re- 
newed. In like manner, all those improved implements of husban- 
dry which save expense to the farmer, such as machines for thrashin 
and reaping, whatever gives him easier access to the market, ad 
as good roads, canals, and bridges, though they lessen the original 
cost of corn, do not lessen its market price. Whatever is saved by 
i improvements, therefore, belongs to the landlord as part of 

is rent. 

It is evident that if we yield to Mr Buchanan the basis on which 
his argument is built, namely, that the price of corn always yields a 
rent, all the consequences which he contends for would follow of 
course. Taxes on the farmer would then fall, not on the consumer, 
but on rent; and all improvements in husbandry would increase 
rent: but I hope I have made it sufficiently clear, that, until a 
country is cultivated in every part, and up to the highest degree, 
there 1s always a portion of capital employed on the land which 
yields no rent, and that it is this portion of capital, the result of 
which, as in manufactures, is divided between profits and wages, 
that regulates the price of corn. The pore of corn, then, which 
does not afford a rent, being influenced by the expenses of its pro- 
duction, those expenses cannot be paid out of rent. The conse- 
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quence, therefore, of those expenses increasing, is a higher price, 
and not a lower rent.* 

It is remarkable that both Adam Smith and Mr Buchanan, who 
entirely agree that taxes on raw produce, a land tax, and tithes, all 
fall on the rent of land, and not on the consumers of raw produce, 
should nevertheless admit that taxes on malt would fall on the con- 
sumer of beer, and not on the rent of'the landlord. Adam Smith's 
argument is so able a statement of the view which I take of the 
subject of the tax on malt, and every other tax on raw produce, that 
I cannot refrain from offering it to the attention of the reader. 

* The rent and profits of barley land must always be nearly equal 
to those of other equally fertile and equally well cultivated land. 
If they were less, some part of the barley land would soon be 
turned to some other purpose ; and if they were greater, more land 
would soon be turned to the raising of barley. When the ordinary 
price of any particular produce of land is at what may be called a 
monopoly price, a tax upon it necessarily reduces the rent and profitf 
of the land which grows it. A tax upon the produce of those precious 
vineyards, of which the wine falls so much short of the effectual 
demand that its price is always above the natural proportion to that 
of other equally fertile and equally well cultivated land, would 
necessarily reduce the rent and profitt of those vineyards. The 
price of the wines being already the highest that could be got for 
the quantity commonly sent to market, it could not be raised higher 
without diminishing that quantity ; and the quantity could not be 
diminished without still greater loss, because the lands could not be 
turned to any other equally valuable produce. The whole weight 
of the tax, therefore, would fall upon the rent and profit ;} properly 
upon the rent of the vineyard." —* But the ordinary price of barley 
has never been a monopoly price; and the rent and profit of barley 
land have never been above their natural proportion to those of 
other equally fertile and equally well cultivated land. The different 
taxes which have been imposed upon malt, beer, and ale, have never 
lowered the price of barley ; have never reduced the rent and profit 
of barley land. The price of malt to the brewer has constantly 
risen in proportion to the taxes imposed upon it; and those taxes, 
together with the different duties upon beer and ale, have constantly 
either raised the price, or, what comes to the same thing, reduced 
the quality of those commodities to the consumer. The final pay- 
ment of those taxes has fallen constantly upon the consumer and 


* “Manufacturing industry increases its produce in proportion to the demand, and 
the price falls ; but the produce of land cannot be so increased ; aud a high price is still 
AE to prevent the consumption from exceeding the supply."— Buchanan, vol. iv. 
p. 40. Is it possible that Mr Buchanan can seriously assert, that the produce of the 
land cannot be increased if the demand increases? 

f I wish the word “ profit” had been omitted. Dr Smith must suppose the profits 
of the tenants of these precious vineyards to be above the general rate of profits. If 
they were not, they would not pay the tax, unless they could shift it either to. the 
landlord or consumer. 
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not upon the producer.” On this passage Mr Buchanan remarks, 
* A duty on malt never could reduce the price of barley, because, 
unless as much could be made of barley by malting it as by selling 
it unmalted, the quantity required would not be brought to market. 
It is clear, therefore, that the price of malt must rise in proportion 
to the tax imposed on it, as the demand could not otherwise be 
supplied. The price of sia however, is just as much a monopoly 
price as that of sugar; ne oth yield a rent, and the market price 
of both has equally lost all connexion with the original cost.” 

It appears, then, to be the opinion of Mr Buchanan, that a tax on 
malt would raise the price of malt, but that a tax on the barle 
from which malt is made would not raise the price of barley ; and, 
therefore, if malt is taxed, the tax will be paid by the consumer; if 
barley is taxed, it will be paid by the landlord, as he will receive a 
diminished rent. According to Mr Buchanan, then, barley is at a 
monopoly price at the highest price which the purchasers are willing 
to give for it; but malt made of barley is not at a monopoly price, 
and consequently it can be raised in proportion to the taxes that 
may be imposed upon it. This opinion of Mr Buchanan of the | 
effects of a tax on malt appears to me to be in direct contradiction 
to the opinion he has given of a similar tax, a tax on bread. “A 
tax on bread will be ultimately paid, not by a rise of price, but by 
a reduction of rent.”* If a tax on malt would raise the price of 
beer, a tax on bread must raise the price of bread. 

The following argument of M. Say is founded on the same views 
as Mr Buchanan's: * The quantity of wine or corn which a piece 
of land will produce will remain nearly the same, whatever may be 
the tax with which it is charged. The tax may take away a half, 
or even three-fourths of its net produce, or of its rent, if you please, 
yet the land would nevertheless be cultivated for the half or the 
quarter not absorbed by the tax. The rent, that is to say, the 
landlord's share, would merely be somewhat lower. The reason of 
this will be perceived if we consider that, in the case supposed, the 
quantity of produce obtained from the land and sent to market will 
remain nevertheless the same. On the other hand, the motives on 
which the demand for the produce is founded continue also the 
same. 

* Now, if the quantity of produce supplied, and the quantity 
demanded, necessarily continue the same, notwithstanding the 
establishment or the increase of the tax, the price of that produce 
will not vary; and if the price do not vary, the consumer will not 
pay the smallest portion of this tax. 

« Will it be said that the farmer, he who furnishes labour and 
capital, will, jointly with the landlord, bear the burden of this tax ? 
—certainly not; because the circumstance of the tax has not 
diminished the number of farms to be let, nor increased the number 
of farmers. Since, in this instance also, the supply and demand 

* Vol. iii. p. 355. 
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remain the same, the rent of farms must also remain the same. 
The example of the manufacturer of salt, who can only make the 
consumers pay a portion of the tax, and that of the landlord, who 
cannot reimburse himself in the smallest degree, prove the error of 
those who maintain, in opposition to the economista, that all taxes 
fall ultimately on the consumer."—V ol. ii. p. 338. 

If the tax *took away half, or even three-fourths of the net 
produce of the land," and the price of produce did not rise, how 
could those farmers obtain the usual profits of stock who paid ve 
moderate rents, having that quality of land which required & muc 
larger proportion of labour to obtain a given result than land of a 
more fertile quality? Ifthe whole rent were remitted, they would 
still obtain lower profits than those in other trades, and would 
therefore not continue to cultivate their land, unless they could 
raise the price of its produce. If the tax fell on the farmers, there 
would be fewer farmers disposed to hire farms; if it fell on the 
landlord, many farms would not be let at all, for they would afford 
no rent. But from what fund would those pay the tax who produce 
corn without paying any rent? It is quite clear that the tax must 
fall on the consumer. How would such land as M. Say describes 
in the following passage pay a tax of one-half or three-fourths of 
its produce ? 

* We see in Scotland poor lands thus cultivated by the proprietor, 
and which could be cultivated by no other person. "Thus, too, we 
see in the interior provinces of the United States vast and fertile 
lands, the revenue of which, alone, would not be sufficient for the 
maintenance of the proprietor. These lands are cultivated never- 
theless, but it must be by the proprietor himself, or, in other words, 
he must add to the rent, which 1s little or nothing, the profits of 
his capital and industry, to enable him to live in competence. It 
is well known that land, though cultivated, yields no revenue to 
the landlord when no farmer will be willing to pay a rent for it: 
which is a proof that such land will give only the profits of the 
capital, and of the industry necessary for its cultivation." — Say, 
vol. ii. p..127. 
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CHAPTER XVIII. 


POOR RATES. 


WE have seen that taxes on raw produce, and on the profits of the 
farmer, will fall on the consumer of raw produce; since, unless he 
had the power of remunerating himself by an increase of price, the 
tax would reduce his profits below the general level of profits, and 
would urge him to remove his capital to some other trade. We 
have seen, too, that he could not, by deducting it from his rent, 
transfer the tax to his landlord ; because that farmer who paid no 
rent would, equally with the cultivator of better land, be subject to 
the tax, whether it were laid on raw produce or on the profits of 
the farmer. I have also attempted to show, that if a tax were 
general, and affected equally all profits, whether manufacturing or 
agricultural, it would not operate either on the price of goods or 
raw produce, but would be immediately, as well as ultimately, paid 
by the producers. A tax on rent, it has been observed, would fall 
on the landlord only, and could not by any means be made to de- 
volve on the tenant. 

The poor rate is a tax which partakes of the nature of all these 
taxes, and, under different circumstances, falls on the consumer of 
raw produce and goods, on the profits of stock, and on the rent of 
land. It is a tax which falls with peculiar weight on the profits of 
the farmer, and therefore may be considered as affecting the price 
of raw produce. According to the degree in which it bears on 
manufacturing and agricultural profits equally, it will be a general 
tax on the profits of stock, and will occasion no alteration in the 
price of raw produce and manufactures. In proportion to the far- 
mers inability to remunerate himself, by raising the price of raw 

roduce, for that portion of the tax which peculiarly affects him, 
it will be a tax on rent, and will be paid by the landlord. To know, 
then, the operation of the poor rate at any particular time, we must 
ascertain whether at that time it affects in an equal or an unequal 
degree the profits of the farmer and manufacturer ; and also whether 
the circumstances be such as to afford to the farmer the power of 
raising the price of raw produce. | 

The poor rates are professed to be levied on the farmer in pro- 
portion to his rent ; and, accordingly, the farmer who paid a very 
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small rent, or no rent at all, should pay little or no tax. If this 
were true, poor rates, as far as they are paid by the agricultural 
class, would entirely fall on the landlord, and could not be shifted 
to the consumer of raw produce. But I believe that it is not true; 
the poor rate is not levied according to the rent which a farmer 
actually pays to his landlord ; it 1s proportioned to the annual value 
of his land, whether that annual value be given to it by the capital 
of the landlord or of the tenant. + 

If two farmers rented land of two different qualities in the same 
parish, the one paying a rent of 100l. per annum for 50 acres of 
the most fertile land, and the other the same sum of 1002. for 1000 
acres of the least fertile land, they would pay the same amount of 

oor rates, if neither of them attempted to improve the land; but 
1f the farmer of the poor land, presuming on a very long lease, should 
be induced, at a great expense, to improve the productive powers 
of his land, by manuring, draining, fencing, &c., he would contri- 
bute to the poor rates, not in proportion to the actual rent paid to 
the landlord, but to the actual annual value of the land. The rate 
might equal or exceed the rent; but whether it did or not, no part 
of this rate would be paid by the landlord. It would have been 
previously calculated upon by the tenant ; and if the price of produce 
were not sufficient to compensate him for all his expenses, together 
with this additional charge for poor rates, his improvements would 
not have been undertaken. It is evident, then, that the tax in this 
case is paid by the consumer; for if there had been no rate, the 
same improvements would have been undertaken, and the usual 
and general rate of profits would have been obtained on the stock 
employed, with a lower price of corn. 

Nor would it make the slightest difference in this question, if 
the landlord had made these improvements himself, and had in 
consequence raised his rent from 1007. to 5007. ; the rate would be 
equally charged to the consumer; for whether the landlord should 
expend a large sum of money on his land, would depend on the 
rent, or what 1s called rent, which he would receive as a remunera- 
tion for it; and this again would depend on the price of corn, or 
other raw produce, being sufficiently high not only to cover this 
additional rent, but also the rate to which the land would be sub- 
ject. Ifat the same time all manufacturing capital contributed to 
the poor rates, in the same proportion as the capital expended by 
the farmer or landlord in improving the land, then it would no 
longer be a partial tax on the profits of the farmer's or landlord's 
capital, but a tax on the capital of all producers ; and, therefore, it 
could no longer be shifted either on the consumer of raw produce 
or on the landlord. The farmers profits would feel the effect of 
the rate no more than those of the manufacturer ; and the former 
could not, any more than the latter, plead it as a reason for an 
advance in the price of his commodity. It is not the absolute, but 
the relative fall of profits, which prevents capital from being em- 
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ployed in any particular trade: it is the difference of profit which 
sends capital from one employment to another. | 
It must be acknowledged, however, that in the actual state of 
the poor rates, a much larger amount falls on the farmer than on 
the manufacturer, in proportion to their respective profits; the 
farmer being rated according to the actual productions which he 
obtains, the manufacturer only according to the value of the build- 
ings in which he works, without any regard to the value of the 
machinery, labour, or stock which he may employ. From this 
circumstance it follows, that the farmer will be enabled to raise the 
rice of his produce by this whole difference. For since the. tax 
falls unequally, and peculiarly on his profits, he would have less 
motive to devote his capital to the land, than to employ it in some 
other trade, were not the price of raw produce raised. If, on the 
contrary, the rate had fallen with greater weight on the manufac- 
turer than on the farmer, he would have been enabled to raise the 
price of his ar by the amount of the difference, for the same 
reason that the farmer under similar circumstances could raise the 
price of raw produce. In a society, therefore, which is extending 
its agriculture, when poor rates fall with peculiar weight on the 
land, they will be paid partly by the employers of capital in a dimi- 
nution of the profits of stock, and partly by the consumer of raw 
produce in its increased price. In such a state of things, the tax 
may, under some circumstances, be even advantageous rather than 
injurious to landlords; for if the tax paid by the cultivator of the 
worst land, be higher in proportion to the quantity of produce 
obtained, than that paid by the farmers of the more fertile lands, 
the rise in the price of corn, which will extend to all corn, will 
more than compensate the latter for the tax. This advantage will 
remain with them during the continuance of their leases, but it will 
afterwards be transferred to their landlords. This, then, would be 
the effect of poor rates in an advancing society ; but in a stationary, 
or in a retrograde country, so far as capital could not be with- 
drawn from the land, if a further rate were levied for the support 
of the poor, that part of it which fell on agriculture would be paid, 
oaa the current leases, by the farmers; but, at the expiration of 
those leases, it would almost wholly fall on the landlords. The 
farmer, who, during his former lease, had expended his capital in 
improving his land, if it were still in his own hands, would be rated 
for this new tax according to the new value which the land had 
acquired by its improvement, and this amount he would be obliged 
to pay during his lease, although his profits might thereby be 
reduced below the general rate of probi: for the capital which he 
has expended may be so incorporated with the land, tbat it cannot 
be removed from it. If, indeed, he or his landlord (should it have 
been expended by him) were able to remove this capital, and 
thereby reduce the annual value of the land, the rate would pro- 
portionably fall; and as the produce would at the same time be 
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diminished, its price would rise; he would be compensated for the 
tax, by charging it to the consumer, and no part would fall on 
rent; but this is impossible, at least with respect to some propor- 
tion of the capital, and consequently in that proportion the tax 
will be paid by the farmers during their leases, and by landlords 
at their expiration. This additional tax, if it fell with peculiar 
severity on manufacturers, which it does not, would, under such 
circumstances, be added to the price of their goods ; for there can 
be no reason why their profits should be reduced below the general 
rate of profits, when their capitals might be easily removed to 
agriculture.* 


* [n a former part of this work, I have noticed the difference between rent, properly 
so called, and the remuneration paid to the landlord under that name, for the advan- 
tages which the expenditure of his capital has procured to his tenant; but I did not 
perhaps sufficiently distinguish the ditlerence which would arise from the different 
modes in which this capital might be applied. Asa part of this capital, when once 
expended in the improvement of a farm, is inseparably amalgamated with the land, 
and tends to increase its productive powers, the remuneration paid to the landlord for 
its use is strictly of the nature of rent, and is subject to all the laws of rent. Whether 
the improvement be made at the expense of the landlord or the tenant, it will not be 
undertaken in the first instance, unless there is a strong probability that the return 
will at least be equal to the profit that can be made by the disposition of any other 
equal capital; but when once made, the return obtained will ever after be wholly of 
the nature of rent, and will be subject to all the variations of rent. Some of these 
expenses, however, only give advantages to the land for a limited period, and do not 
add permanently to its productive powers: being bestowed on buildings, and other 
perishable improvements, they require to be constantly renewed, and therefore do not 
obtain for the landlord any permanent addition to his real rent. 
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CHAPTER XIX. 


ON SUDDEN CHANGES IN THE CHANNELS OF TRADE. 


A GREAT manufacturing country is peculiarly exposed to temporary 
reverses and contingencies, produced by the removal of capital 
from one employment to another. The demands for the produce of 
agriculture are uniform ; they are not under the influence of fashion, 
prejudice, or caprice. To sustain life, food is necessary, and the 
demand for food must continue in all ages, and in all countries. It 
is different with manufactures; the demand for any particular 
manufactured commodity is subject, not only to the wants, but to 
the tastes and caprice of the purchasers. A new tax, too, may 
destroy the comparative advantage which a country before possessed 
in the manufacture of a particular commodity ; or the effects of war 
may so raise the freight and insurance on its conveyance, that it 
can no longer enter into competition with the home manufacture of 
the country to which it was before exported. In all such cases, 
considerable distress, and no doubt some loss, will be experienced 
by those who are engaged in the manufacture of such commodities ; 
and it will be felt, not only at the time of the change, but through 
the whole interval during which they are removing their capitals, 
and the labour which they can command, from one employment to 
another. 

Nor will distress be experienced in that country alone where 
such difficulties originate, but in the 'countries to which its com- 
modities were before exported. No country can long import, unless 
it also exports, or can long export unless it also imports. If, then, 
any circumstance should occur, which should permanently prevent 
a country from importing the usual amount of foreign commodities, 
it will necessarily diminish the manufacture of some of those com- 
modities which were usually exported; and although the total 
value of the productions of the country will probably be but little 
altered, since the same capital will be employed, yet they will not 
be equally abundant and cheap; and considerable distress will be 
experienced through the change of employments. If, by the em- 
ployment of 10,000/. in the manufacture of cotton goods for ex- 
portation, we imported annually 3000 pair of silk stockings of the 
value of 20001, and by the interruption of foreign trade we should 
be obliged to withdraw this capital from the manufacture of cotton, 
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and employ it ourselves in the manufacture of stockings, we should 
still obtain stockings of the value of 20007., provided no part of the 
Eidos were destroyed; but instead of having 3000 pair, we might 
only have 2,500. In the removal of the capital from the cotton to 
the stocking trade, much distress might be experienced, but it 
would not considerably impair the value of the national property, 
although it might lessen the quantity of our annual productions. * 

The commencement of war after a long peace, or of peace after 
a long war, generally produces considerable distress in trade. It 
changes in a great degree the nature of the employments to which 
the respective capitals of countries were before devoted ; and during 
the interval while they are settling in the situations which new 
circumstances have made the most beneficial, much fixed capital is 
unemployed, perhaps wholly lost, and labourers are without full 
employment. The duration of this distress will be longer or 
shorter, according to the strength of that disinclination which most 
men feel to abandon that employment of their capital to which 
they have long been accustomed. It is often protracted, too, by 
the restrictions and prohibitions to which the absurd jealousies 
which prevail between the different States of the commercial com- 
monwealth give rise. 

The distress which proceeds from a revulsion of trade is often 
mistaken for that which accompanies a diminution of the national 
capital and a retrograde state of society; and it would perhaps be 
difficult to point out any marks by which they may be accurately 
distinguished. 

When, however, such distress immediately accompanies a change 
from war to peace, our knowledge of the existence of such a cause 
will make it reasonable to believe that the funds for the maintenance 
of labour have rather been diverted from their usual channel than 
materially impaired, and that, after temporary suffering, the nation 
will again advance in prosperity. It must be remembered, too, that 
the retrograde condition is always an unnatural state of society. 
Man from youth grows to manhood, then decays, and dies; but this 
is not the progress of nations. When arrived to a state of the 
greatest vigour, their further advance may indeed be arrested, but 
their natural tendency is to continue for ages to sustain undiminished 
their wealth and their population. 


* “Commerce enables us to obtain a commodity in the place where it is to be 
found, and to convey it to another where it is to be consumed ; it therefore gives us 
the power of increasing the value of the commodity, by the whole difference between 
its price in the first of these places, and its price in the second."— M. Say, p. 458, 
vol. ii.—True, but how is this additional value given to it? By adding to the cost of 
production, first, the expenses of conveyance ; secondly, the profit on the advances of 
capital made by the merchant. The commodity is only more valuable, for the same 
reasons that every other commodity may become more valuable, because more labour 
is expended on its production and conveyance, before it is purchased by the consumer. 
This must not be mentioned as one of the advantages of commerce. When the sub- 
ject is more closely examined, it will be found that the whole benefits of commerce 
resolve themselves into the means which it gives us of acquiring, not more valuable 
objects, but more useful ones. 
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In rich and powerful countries, where large capitals are invested 
in machinery, more distress will be experienced from a revulsion in 
trade than in poorer countries where there is proportionally a much 
smaller amount of fixed, and a much larger amount of circulating 
capital, and where consequently more work is done by the labour 
of men. It is not so difficult to withdraw a circulating as a fixed 
capital from any employment in which it may be engaged. It is 
often impossible to divert the machinery which i eee been 
erected for one manufacture to the purposes of another; but the 
clothing, the food, and the lodging of the labourer in one employ- 
ment may be devoted to the support of the labourer in another; or 
the same labourer may receive dis same food, clothing, and lodging, 
whilst his employment is changed. This, however, is an evil to 
which a rich nation must submit; and it would not be more rea- 
sonable to complain of it than it would be in a rich merchant to 
lament that his ship was exposed to the dangers of the sea, whilst 
his poor neighbour's cottage was safe from ul such hazard. 

rom contingencies of this kind, though in an inferior degree, 
even agriculture is not exempted. War, which, in a commercial 
country, interrupts the commerce of states, frequently prevents the 
exportation of corn from countries where it can be produced with 
little cost to others not so favourably situated. Under such 
circumstances an unusual quantity of capital is drawn to agriculture, 
and the country which before imported becomes independent of 
foreign aid. At the termination of the war, the obstacles to impor- 
tation are removed, and a competition destructive to the home- 
grower commences, from which he is unable to withdraw without 
the sacrifice of a great part of his capital. The best policy of the 
State would be, to lay a tax, decreasing in amount from time to 
time, on the importation of foreign corn, for a limited number of 
years, in order to afford to the home-grower an opportunity to 
withdraw his capital gradually from the land.* In so doing, the 
country might not be making the most advantageous distribution 


* In the last volume of the supplement to the Encyclopædia Britannica, article 
* Corn Laws and Trade," are the following excellent suggestions and observations :— 
* If we shall at any future period think of retracing our steps, in order to give time to 
withdraw capital from the cultivation of our poor soils, and to invest it in more lucra- 
tive employments, a gradually diminishing scale of duties may be adopted. "The price 
at which foreign grain should be admitted duty free may be made to decrease from 
80s., its present limit, by 4s. or 5s. per quarter annually till it reaches 50s., when the ports 
could safely be thrown open, ind the restrictive system be for ever abolished. en 
this happy event shall have taken place, it will be no longer necessary to force nature. 
The capital and enterprise of the country will be turned into those departments of 
industry in which our physical situation, national character, or political institutions fit 
us to excel. The corn of Poland and the raw cotton of Carolina will be exchanged 
for the wares of Birmingham and the muslins of Glasgow. "The genuine commercial 
spirit, that which permanently secures the prosperity of nations, is altogether incon- 
sistent with the dark and shallow policy of monopoly. The nations of the earth are 
like provinces of the same kingdom—a free and unfettered intercourse is alike pro- 
ductive of general and of local advantage." The whole article is well worthy of 
attention ; it is very instructive, is ably written, and shows that the author is completely 
master of the subject. 

L 
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of its capital, but the temporary tax to which it was subjected would 
be for the advantage of a particular class, the distribution of whose 
capital was highly useful in procuring a supply of food when 
importation was stopped. If such exertions in a period of emer- 
gency were followed by a risk of ruin on the termination of the 
difficulty, capital would shun such an employment. Besides the 
usual profits of stock, farmers would expect to be compensated for 
the risk which they incurred of a sudden influx of corn; and, 
therefore, the price to the consumer, at the seasons when he most 
required a supply, would be enhanced, not only by the superior cost 
of growing corn at home, but also by the insurance which he would 
have to pay in the price for the peculiar risk to which this employ- 
ment of capital was exposed. Notwithstanding, then, that it would 
be more productive of wealth to the country, at whatever sacrifice 
. of capital it might be done, to allow the importation of cheap corn, 
it would, perhaps, be advisable to charge it with a duty for a few 
ears. 

? In examining the question of rent, we found, that, with every 
increase in the supply of corn, and with the consequent fall of its 
price, capital would be withdrawn from the poorer land, and land 
of a better description, which would then pay no rent, would 
become the standard by which the natural price of corn would be 
regulated. At 4l. per quarter, land of an inferior quality, which 
may be designated by No. 6, might be cultivated ; at 3/. 10s., 
No. 5; at 3l, No. 4, and so on. If corn, in consequence of perma- 
nent abundance, fell to 3/. 10s., the capital employed on No. 6 
would cease to be employed; for it was only when corn was at 4l. 
that it could obtain the general profits, even without paying rent : 
it would, therefore, be withdrawn to manufacture those commodities 
with which all the corn grown on No. 6 would be purchased and 
imported. In this employment it would necessarily be more pro- 
ductive to its owner, or it would not be withdrawn from the other; 
for if he could not obtain more corn by purchasing it with a com- 
modity which he manufactured than he got from the land for which 
he paid no rent, its price could not be under 4/. 

It has, however, been said, that capital cannot be withdrawn 
from the land; that it takes the form of expenses which cannot be 
recovered, such as manuring, fencing, draining, &c., which are 
necessarily inseparable from the land. This is in some degree true; 
but that capital which consists of cattle, sheep, hay and corn ricks, 
carts, &c., may be withdrawn; and it always becomes a matter of 
caleulation whether these shall continue to be employed on the land, 
notwithstanding the low price of corn, or whether they shall be sold, 
and their value transferred to another employment. 

Suppose, however, the fact to be as stated, and that no part of 
the capital could be withdrawn ;* the farmer would continue to 


* Whatever capital becomes fixed on the land must necessarily be the Jandlord’s, 
and not the tenant’s, at the expiration of the lease. Whatever compensation the 
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raise corn, and precisely the same quantity, too, at whatever price 
it might scll; for it could not be his interest to produce less, and 
if he did not so employ his capital, he would obtain from it no 
return whatever. Corn could not be imported, because he would 
sell it lower than 3/. 10s. rather than not sell it at all, and by the 
supposition the importer could not sell it under that price. Although, 
then, the farmers, who cultivated land of this quality, would un- 
doubtedly be injured by the fall in the exchangeable value of the 
commodity which they produced, — how would the country be 
affected ? We should have precisely the same quantity of every 
commodity produced, but raw produce and corn would sell at a 
much cheaper price. The capital of a country consists of its com- 
modities, and as these would be the same as before, reproduction 
would go on at the same rate. This low price of corn would, how- 
ever, only afford the usual profits of stock to the land, No. 5, which 
would then pay no rent, and the rent of all better land would fall : 
"S would also fall, and profits would rise. 
owever low the price of corn might fall, if capital could not be 
removed from the land, and the demand did not increase, no 
importation would take place, for the same quantity as before would 
be produced at home. Although there would be a different division 
of the produce, and some classes would be benefited and others 
injured, the aggregate of production would be precisely the same, 
and the nation collectively would neither be richer nor poorer. 
But there is this advantage always resulting from a relatively low 
pure of corn,—that the division of the actual production is more 
ikely to increase the fund for the maintenance of labour, inasmuch 
as more will be allotted, under the name of profit, to the productive 
class,—a less, under the name rent, to the unproductive class. 
This is true, even if the capital cannot be withdrawn from the 
land, and must be employed there, or not be employed at all; but if 
great part of the capital can be withdrawn, as it evidently could, it 
will be only withdrawn when it will yield more to the owner by 
being withdrawn than by being suffered to remain where it was; 
it will only be withdrawn then, when it can elsewhere be employed 
more productively both for the owner and the public. He consents 
to sink that part of his capital which cannot be separated from the 


landlord may receive for this eapital on re-letting his land, will appear in the form of 
rent; but no rent will be paid if, with a given capital, more corn can be obtained from 
abroad than can be grown on this land at home. If the circumstances of the society 
should require corn to be imported, and 1000 quarters can be obtained by the employ- 
ment of a given capital, and if this land, with the employment of the same capital, 
will yield 1,100 quarters, 100 quarters will necessarily go to rent; but if 1,200 can be 
got from abroad, then this land will go out of cultivation, for it will not then yield 
even the general rate of | uae But this is no disadvantage. however great the capital 
may have been that had been expended on the land. Such capital is spent with a 
view to augment the produce—that, it should be remembered, is the end ; of what 
importance, then, can it be to the society, whether half its capital be sunk in value, or 
even annihilated, if they obtain a greater annual quantity of production? Those who 
deplore the loss of capital in this case, are for sacrificing the end to the means. 
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land, because with that part which he can take away he can obtain 
a greater value, and a greater quantity of raw produce, than by not 
sinking this part of the capital. His case is precisely similar to 
that of a man who has erected machinery in his manufactory at a 
great expense, machinery which is afterwards so much improved 
upon by more modern inventions that the commodities manufactured 
by him very much sink in value. It would be entirely a matter of 
calculation with him whether he should abandon the old machinery, 
and erect the more perfect, losing all the value of the old, or continue 
to avail himself of its comparatively feeble powers. Who, under 
‘such circumstances, would exhort him to forego the use of the 
better machinery, because it would deteriorate or annihilate the 
value of the old? Yet, this is the argument of those who would 
wish us to prohibit the importation of corn, because it will deterio- 
rate or annihilate that part of the capital of the farmer which is for 
ever sunk in land. They do not see that the end of all commerce 
is to increase production, and that, by increasing production, though 

ou may occasion partial loss, you increase the general happiness. 

o be consistent, they should endeavour to arrest all improvements 
in agriculture and manufactures, and all inventions of machinery ; 
for, though these contribute to general abundance, and therefore to 
the general happiness, they never fail, at the moment of their 
introduction, to deteriorate or annihilate the value of a part of the 
existing capital of farmers and manufacturers.* 

Agriculture, like all other trades, and particularly in a commercial 
country, is subject to a reaction, which, in an opposite direction, 
succeeds the action of a strong stimulus. Thus, when war inter- 
rupts the importation of corn, its consequent high price attracts 
capital to the land, from the large profits which such an employ- 
ment of it affords; this will probably cause more capital to Be 
employed, and more raw produce to be brought to market than the 
demands of the country require. In such case, the price of corn 
will fall from the effects of a glut, and much agricultural distress 
will be produced, till the average supply is brought to a level with 
the average demand. 


* Among the most able of the publications on the impolicy of restricting the 
Importation of Corn may be classed Major Torrens’ Essay on the External Com 
Trade. His arguments appear to me to be unanswered, and to be unanswerable. 
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CHAPTER XX. 


VALUE AND RICHES, THEIR DISTINCTIVE PROPERTIES. 


* A MAN is rich or poor,” says Adam Smith, “according to the 
degree in which he can afford to enjoy the necessaries, conveniences, 
and amusements of human life." 

Value, then, essentially differs from riches, for value depende not 
on abundance, but on the difficulty or facility of production. The 
labour of a million of men in manufactures will always produce the 
same value, but will not always produce the same riches. By the 
invention of machinery, by improvements in skill, by a better 
division of labour, or by the discovery of new markets, where more 
advantageous exchanges may be made, a million of men may pro- 
duce double, or treble the amount of riches, of “ necessaries, 
conveniences, and amusements,” in one state of society, that they 
could produce in another, but they will not on that account add 
any thing to value; for every thing rises or falls in value, in pro- 
portion to the facility or difficulty of producing it, or, in other 
words, in proportion to the quantity of labour employed on its 
production. noce with a given capital, the labour of a certain 
number of men produced 1000 pair of stockings, and that by in- 
ventions in machinery, the same number of men can produce 2000 
pair, or that they can continue to produce 1000 pair, and can 
produce besides 500 hats; then the value of the 2000 pair of 
stockings, or of the 1000 pair of stockings and 500 hats, will be 
neither more nor less than that of the 1000 pair of stockings before 
the introduction of. machinery; for they will be the produce of the 
same quantity of labour. But the value of the general mass of 
commodities will nevertheless be diminished; for, although the 
value of the increased quantity produced in consequence of the 
improvement will be the same exactly as the value would have been. 
of the less quantity that would have been produced, had no im- 
provement taken lace. an effect is also produced on the portion of 

oods still unconsumed, which were manufactured previously to the 
improvement; the value of those goods will be reduced, inasmuch 
as they must fall to the level, quantity for quantity, of the goods 
produced under all the advantages of the improvement: and the 
society will, notwithstanding the increased quantity of commodities, 
notwithstanding its augmented riches, and its augmented means of 
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enjoyment, have a less amount of value. By constantly increasing 
the facility of production, we constantly diminish the value of some 
of the commodities before produced, though by the same means we 
not only add to the national riches, but also to the power of future 

roduction. Many of the errors in political economy have arisen 
bos errors on this subject, from considering an increase of riches, 
and an increase of value, as meaning the same thing, and from un- 
founded notions as to what constituted a standard measure of value. 
One man considers money as a standard of value, and a nation 
grows richer or poorer, according to him, in proportion as its com- 
modities of all kinds can exchange for more or less money. Others 
represent money as a very convenient medium for the purpose of 
barter, but not as a proper measure by which to estimate the.value 
of other things; the real measure of value according to them is 
corn,* and a country is rich or poor, according as its commodities 
will exchange for more or less corn.[ There are others again, who 
consider a country rich or poor, according to the quantity of labour 
that it can purchase. But why should gold, or corn, or labour, be 
the standard measure of value, more than coals or iron ?——more than 
cloth, soap, candles, and the other necessaries of the labourer?— 
why, in short, should any commodity, or all commodities together, 
be the standard, when such a standard is itself subject to fluctua- 
tions in value? | Corn, as well as gold, may from difficulty or facility 
of production, vary 10, 20, or 30 per cent., relatively to other things; 
why should we always say, that it 1s those other things which have 
varied, and not the corn? "That commodity is alone invariable, 
which at all times requires the same sacrifice of toil and labour to 
produce it. Of such a commodity we have no Tihs but we 
may hypothetically argue and speak about it as if we had; and may 
improve our knowledge of the science, by showing distinctly the 
absolute inapplicability of all the standards which have been hitherto 
adopted. But supposing either of these to be a correct standard of 
value, still it would not be a standard of riches, for riches do not 
depend on value. A man is rich or poor, according to the abundance 
of necessaries and luxuries which he can command; and whether 
the exchangeable value of these for money, for corn, or for labour, 
be high or low, they will equally contribute to the enjoyment of 
their possessor. It is through confounding the ideas of value and 
wealth, or riches, that it has been asserted, that by diminishing the 


* Adam Smith says, “that the difference between the real and the nominal price 
of commodities and labour is not a matter of mere speculation, but may sometimes 
be of considerable use in practice." I agree with him; but the real price of labour 
and commodities is no more to be ascertained by their price in goods, Adam Smith's 
real measure, than by their price in gold and silver, his nominal measure. The 
labourer is only paid a really high price for his labour when his wages will purchase 
the produce of a great deal of labour. 

T In vol. i. p. 108, M. Say infers, that silver is now of the same value as in the reign 
of Louis XIV., “ because the same quantity of silver will buy the same quantity of 
corn, 
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quantity of commodities, that is to say, of the necessaries, conveni- 
ences, and enjoyments of human life, riches may be increased. If 
value were the measure of riches, this could not be denied, because 
by scarcity the value of commodities is raised ; but if Adam Smith 
be correct, if riches consist in necessaries and enjoyments, then they 
cannot be increased by a diminution of quantity. 

It is true, that the man in possession of a scarce commodity is 
richer, if by means of it he can command more of the necessaries 
and enjoyments of human life; but as the general stock out of 
which each man’s riches are drawn is diminished in quantity, by all 
that any individual takes from it, other men’s shares must neces- 
sarily be reduced in proportion as this favoured individual is able 
to appropriate a greater quantity to himself. 

Let water become scarce, says Lord Lauderdale, and be exclu- 
sively possessed by an individual, and you will increase his riches, 
because water will then have value; and if wealth be the aggregate 
of individual riches, you will by the same means also increase wealth. 
You undoubtedly will increase the riches of this individual, but inas- 
much as the farmer must sell a part of his corn, the shoemaker a 
nds of his shoes, and all men give up a portion of their possessions 
or the sole purpose of supplying themselves with water, which they 
before had for nothing, die are poorer by the whole quantity of 
commodities which they are obliged to devote to this purpose, and 
the proprietor of water is benefited precisely by the amount of their 
loss. The same quantity of water, and the same quantity of com- 
modities, are enjoyed by the whole society, but they are differently 
distributed. This is, however, supposing rather a monopoly of 
water than a scarcity of it. Ifit should be scarce, then the riches 
of the country and of individuals would be actually diminished, 
inasmuch as it would be deprived of a portion of one of its enjoy- 
ments. The farmer would not only have less corn to exchange for 
the other commodities which might be necessary or desirable to 
him, but he, and every other individual, would be abridged in the 
enjoyment of one of the most essential of their comforts. Not only 
would there be a different distribution of riches, but an actual loss 
of wealth. 

It may be said, then, of two countries possessing precisely the 
same quantity of all the necessaries and comforts of life, that they 
are equally rich, but the value of their respective riches would 
depend on the comparative facility or difficulty with which they 
were produced. For if an improved piece of machinery should 
enable us to make two pair of stockings instead of one, without 
additional labour, double the quantity would be given in exchange 
for a yard of cloth. If a similar improvement be made in the ma- 
nufacture of cloth, stockings and cloth will exchange in the same 
proportions as before, but they will both have fallen in value ; for 
in exchanging them for hats, for gold, or other commodities in 
general twice the former quantity must be given. Extend the 
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improvement to the production of gold, and every other commo- 
dity, and they will all regain their former proportions. There 
will be double the quantity of commodities annually produced in 
the country, and therefore the wealth of the country will be doubled, 
but this wealth will not have increased in value. 

Although Adam Smith has given the correct description of 
riches which I have more than once noticed, he afterwards explains 
them differently, and says, * that a man must be rich or poor 
according to the quantity of labour which he can afford to purchase.” 
Now, this description differs essentially from the other, and is cer- 
tainly incorrect ; for suppose the mines were to become more 
pronus e so that gold and silver fell in value, from the greater 
acility of their production; or that velvets were to be manufac- 
tured with so much less labour than before, that they fell to half 
their former value; the riches of all those who purchased those 
commodities would be increased ; one man might increase the 
quantity of his plate, another might buy double the quantity of 
velvet; but with the possession of this additional plate and velvet, 
isi could employ no more labour than before; because, as the 
exchangeable value of velvet and of plate would be lowered, they 
must part with proportionally more of these species of riches to 
purchase a day's labour. Riches, then, cannot be estimated by the 
quantity of labour which they can purchase. 

From what has been said, it will be seen that the wealth of a 
country may be increased in two ways: it may be increased by 
employing a greater portion of revenue in the maintenance of 
productive labour, which will not only add to the quantity, but 
to the value of the mass of commodities; or it may be increased, 
without employing any additional quantity of labour, by making the 
same quantity more productive, which will add to the abundance, 
but not to the value of commodities. 

In the first case, a country would not only become rich, but the 
value of its riches would increase. It would become rich by parsi- 
mony,—by diminishing its expenditure on objects of luxury and 
enjoyment, and employing those savings in reproduction. 

In the second case, there will not necessarily be either any dimi- 
nished expenditure on luxuries and enjoyments, or any increased 
quantity of productive labour employed, but, with the same labour, 
more would be produced; wealth would increase, but not value. 
Of these two modes of increasing wealth, the last must be preferred, 
since it produces the same effect without the privation and dimi- 
nution of enjoyments which can never fail to accompany the first 
mode. Capital is that part of the wealth of a country which is 
employed with a view to future production, and may be increased 
in the same manner as wealth. An additional capital will be equally 
efficacious in the production of future wealth, whether it be obtained 
from improvements in skill and machinery, or from ueing more 
revenue reproductively ; for wealth always depends on the quantity 
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of commodities produced, without any regard to the facility with 
which the instruments employed in production may have been 
procured. A certain quantity of clothes and provisions will 
maintain and employ the same number of men, and will therefore 
rocure the same quantity of work to be done, whether the 
be produced by the labour of 100 or 200 men; but they vill 
be of twice the value if 200 have been employed on their pro- 
duction. 

M. Say, notwithstanding the corrections he has made in the 
fourth and last edition of his work, * Traité d'Economie Politique," 
appears to me to have been singularly unfortunate in his definition 
of riches and value. He considers these two terms as synonymous, 
and that a man is rich in proportion as he increases the value of his 
possessions, and is enabled to command an abundance of com- 
modities. ‘The value of incomes is then increased,” he observes, 
* if they can procure, it does not signify by what means, a greater 
quantity of pu According to M. Say, if the difficulty of 
producing cloth were to double, and consequently cloth was to 
exchange for double the quantity of the commodities for which it 
is exchanged before, it would be doubled in value, to which I give 
my fullest assent ; but if there were any peculiar facility in producin 
the commodities, and no increased difficulty in producing cloth, Ead 
cloth should in consequence exchange as before for double the 
quantity of commodities, M. Say would still say that cloth had 
doubled in value, whereas, according to my view of the subject, he 
should say, that cloth retained its former value, and those particular 
commodities had fallen to half their former value. Must not M. 
Say be inconsistent with himself when he says, that, by facility of 
production, two sacks of corn may be produced by the same means 
that one was produced before, and that each sack will therefore fall 
to half its former value, and yet maintain that the clothier who 
exchanges his cloth for two sacks of corn will obtain double the 
value he before obtained, when he could only get one sack in 
exchange for his cloth. If two sacks be of the value that one was 
of before, he evidently obtains the same value and no more, —he 
gets, indeed, double the quantity of riches—double the quantity of 
utility —double the quantity of what Adam Smith calls value in use, 
but not double the quantity of value, and therefore M. Say cannot 
be right in considering value, riches, and utility to be synonymous. 
Indeed, there are many parts of M. Say's work to which I can 
confidently refer in support of the doctrine which I maintain 
respecting the essential difference between value and riches, 
although it must be confessed that there are also various other 
passages in which a contrary doctrine is maintained. These pas- 
sages I cannot reconcile, and I point them out by putting them 
in opposition to each other, that M. Say may, if he should do 
me the honour to notice these observations in any future edition 
of his work, give such explanations of his views as may remove 
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the difficulty which many others, as well as myself, feel in our 
endeavours to expound them. 


1. 


2, 


3. 


4. 


In the exchange of two products, we 
only in fact exchange the productive 
services which have served to create 
CHEM a evess quu erisesete Dee N EE H Od p. 504 
There is no real dearness but that 
which arises from the cost of produc- 
tion. A thing really dear, is that 
which costs much in producing,.....497 
The value of all the productive ser- 
vices that must be consumed to create 
a product, constitute the cost of pro- 
duction of that product, .............. 505 


It is utility which determines the de- 
mand for & commodity, but it is the 
cost of its production which limits the 
extent of its demand. When its 
utility does not elevate its value to 
the level of the cost of production, 
the thing is not worth what it cost; 
it is a proof that the productive ser- 
vices might be employed to create a 
commodity of a superior value. The 
possessors of productive funds, that is 
to say, those who have the disposal of 
labour, of capital or land, are perpetu- 
ally occupied in comparing the cost 


5. 


pod 


0. 


The value of incomes is then increased, 

if they can procure (it does not sig- 
nify by what means) a greater quan- 
tity of products. 


. Price is the measure of the value of 


things, and their value is the measure 
of their utility. 2 Vol.............. P. 4 


. Exchanges made freely, show at the 


time, in the place, and in the state of 
society in which we are, the value 
which men attach to the things ex- 
change, oessa eee ada eerey oe svecus 466 


. To produce, is to create value, by giv- 


ing orincreasing the utility of a thing, 
and thereby establishing a demand 
for it, which is the first cause of its 
value; Vol Bisse isvccsveucevecteseckes 487 


. Utility being created, constitutes a 


product. The exchangeable value 
which results, is only the measure of 
this utility, the measure of the pro- 
duction which has taken place, p. 490 
The utility which people of a particu- 
lar country find in a product, can no 
otherwise be appreciated than by the 
price which they give for it,......... 502 


of production with the value of the 1]. This price is the measure of the 
things produced, or, which comes to utility, which it has in the judgment 
the same thing, in comparing the of men; of the satisfaction which 
value of different commodities with they derive from consuming it, be- 
each other; because the cost of pro- cause they would not prefer consum- 
duction is nothing else but the value ing this utility, if for the price which 
of productive services, consumed in it cost they could acquire a utility 
forming a production ; and the value which would give them more satis- 
of a productive service is nothing else FACTION ii oni esa Sena rE Ee a n aveo eEda 506 
than the value of the commodity, 12. The quantity of all other commodities 


which is the result. The value of a 
commodity, the value of a productive 
service, the value of the cost of pro- 
duction, are all, then, similar values, 
when every thing is left to its natural 
course. 


which a person can immediately ob- 
tain in exchange for the commodity 
of which he wishes to dispose, is at 
all times a value not to be disputed. 
VOL, ER sexes 


If there is no real dearness but that which arises from cost of 


production, (see 2.) how can a commodity be said to rise in value, 
(see 5.) if its cost of production be not increased? and merely 
because it will exchange for more of a cheap commodity—for more 
of a commodity the cost of production of which has diminished ? 
When I give 2000 times more cloth for a pound of gold than I give 
for a pound of iron, does it prove that I attach 2000 times more 
utility to gold than I do to iron? certainly not; it proves only as 
admitted by M. Say, (see 4.) that the cost of production of gold is 
2000 times greater than the cost of production of iron. If the cost. 
of production of the two metals were the same, I should give the 
same price for them ; but if utility were the measure of value, it is 
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probable I should give more for the iron. It is the competition of 
the producers * who are perpetually employed in comparing the 
cost of production with the value of the thing produced," (see 4.) 
which regulates the value of different commodities. If, then, I 
give one shilling for a loaf, and 21 shillings for a guinea, it is no 
po that this in my estimation is the comparative measure of their 
utility. 

In No. 4, M. Say maintains, with scarcely any variation, the 
doctrine which I hold concerning value. In his productive services, 
he includes the services rendered by land, capital, and labour; in 
mine I include only capital and labour, and wholly exclude land. 
Our difference proceeds from the different view which we take of 
rent: I always consider it as the result of a partial monopoly, 
never really regulating price, but rather as the effect of it. If all 
rent were relinquished by landlords, I am of opinion, that the com- 
modities produced on the land would be no cheaper, because there 
is always a portion of the same commodities produced on land, for 
which no rent is or can be paid, as the surplus produce is only 
sufficient to pay the profits of stock. 

To conclude, although no one is more disposed than I am to 
estimate highly the advantage which results to all classes of con- 
sumers, from the real abundance and cheapness of commodities, I 
cannot agree with M. Say, in estimating the value of a commodity, 
by the abundance of other commodities for which it will exchange; 
I am of the opinion of a very distinguished writer, M. Destutt de 
Tracy, who says, that * To measure any one thing is to compare it 
with a determinate quantity of that same thing which we take for 
a standard of comparison, for unity. To measure, then, to ascertain 
a length, a weight, a value, is to find how many times they contain 
metres, grammes, francs, in a word, unities of the same description." 
A franc is not a measure of value for any thing, but for a quantity 
of the same metal of which francs are made, unless francs, and the 
thing to be measured, can be referred to some other measure which 
is common to both. "This, I think, they can be, for they are both 
the result of labour; and, therefore, labour is a common measure, 
by which their real as well as their relative value may be estimated. 
This also, I am happy to say, appears to be M. Destutt de Tracy’s 
opinion.* He says, “as it is certain that our physical and moral 
faculties are alone our original riches, the employment of those 
faculties, labour of some kind, is our only original treasure, and that 
it is always from this employment that all those things are created 
which we call riches, those which are the most necessary as well as 
those which are the most purely agreeable. It is certain too, that 
all those things only represent the labour which has created them, 


* Elemens d'Ideologie, vol. iv. p. 99.—In this work M. de Tracy has given a useful 
and an able treatise on the gencral principles of Political Economy, and I, am sorry 
to be obliged to add, that he supports, by his authority, the definitions which M. Say 
has given of the words “value,” “riches,” and “utility.” 
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and if they have a value, or even two distinct values, they can only 
derive them from that of the labour from which they emanate." 

M. Say, in ne of the excellences and imperfections of the 
great work of Adam Smith, imputes to him, as an error, that “he 
attributes to the labour of man alone, the power of producing value. 
A more correct analysis shows us that value is owing to the action 
of labour, or rather the industry of man, combined with the action 
of those agents which nature supplies, and with that of capital. 
His ignorance of this principle prevented him from establishing 
the true theory of the influence of machinery in the production of 
riches." 

In contradiction to the opinion of Adam Smith, M. Say, in the 
fourth chapter, speaks of the value which is given to commodities 
by nat agents, such as the sun, the air, the pressure of the 
atmosphere, &c., which are sometimes substituted for the labour of 
man, and sometime; concur with him in producing.* But these 
natural agents, though they add greatly to value in use, never add 
exchangeable value, of which M. Say is speaking, to a commodity : 
as soon as by the aid of machinery, or by the knowledge of natural 
parosopam you oblige natural agents to do the work which was 

efore done by man, the exchangeable value of such work falls 
accordingly. If ten men turned a corn mili, and it be discovered 
that by the assistance of wind, or of water, the labour of these ten 
men may be spared, the flour which is the produce partly of the 
work performed by the mill, would immediately fall in value, in 
ipid ipn to the quantity of labour saved ; and the society would 

e richer by the commodities which the labour of the ten men could 

roduce, the funds destined for their maintenance being in no degree 
impaired. M. Say constantly overlooks the essential difference 
that there is between value in use, and value in exchange. 

M. Say accuses Dr Smith of having overlooked the value which 
is given to commodities by natural agents, and by machinery, 
because he considered that the value of all things was derived from 
the labour of man; but it does not appear to me that this charge is 
made out; for Adam Smith nowhere undervalues the services 
which these natural agents and machinery perform for us, but he 


* “The first man who knew how to soften metals by fire, is not the creator of the 
value which that process adds to the melted metal. ‘That value is the result of the 
physical action of fire added to the industry and capital of those who availed themselves 
of this knowledge.” 

* From this error Smith has drawn this false result, that the value of all productions 
represents the recent or former labour of man, or, in other words, that riches are nothing 
else but accumulated labour ; from which, by a second consequence, equally false, labour is the 
sole measure of riches, or of the value of productions.”—Chap. iv. p. 31. The inferences 
with which M. Say concludes, are his own, and not Dr Smith's ; they are correct if 
no distinction be made between value and riches, and in this passage M. Say makes 
none: but though Adam Smith, who defined riches to consist in the abundance of 
necessaries, convenience and enjoyments of human life, would have allowed that 
machines and natural agents might very greatly add to the riches of a country, he 
would not have allowed that they add anything to the value of those riches. 
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very justly distinguishes the nature of the value which they add to 
commodities—they are serviceable to us, by increasing the abun- 
dance of productions, by making men richer, by adding to value in 
use; but as they perform their work gratuitously, as nothing is paid 
for the use of air, of heat, and of water, the assistance which they 
afford us, adds nothing to value in exchange. 
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CHAPTER XXI. 


EFFECTS OF ACCUMULATION ON PROFITS AND INTEREST. 


FROM the account which has been given of the profits of stock, it 
` will appear that no accumulation of capital will permanently lower 

rofits, unless there be some permanent cause for the rise of wages. 
f the funds for the maintenance of labour were doubled, trebled, 
or quadrupled, there would not long be any difficulty in procuring 
the requisite number of hands, to be employed by those funds ; but 
owing to the increasing difficulty of making constant additions to 
the food of the country, funds of the same valuc would probably not 
maintain the same quantity of labour. If the necessaries of the 
workman could be constantly increased with the same facility, there 
could be no permanent alteration in the rate of profit or wages, to 
whatever amount capital might be accumulated. Adam Smith, 
however, uniformly ascribes the fall of profits to the accumulation 
of capital, and to the competition which will result from it, without 
ever adverting to the increasing difficulty of providing food for the 
additional number of labourers which the additional capital will 
employ. * The increase of stock,” he says, * which raises wages, 
tends to lower profit. When the stocks of many rich merchants 
are turned into the same trade, their mutual competition naturally 
tends to lower its profit ; and when there is a like increase of stock 
in all the different trades carried on in the same society, the same 
competition must produce the same effect in all.” Adam Smith 
speaks here of a rise of wages, but it is of a temporary rise, proceed- 
ing from increased funds before the population is increased ; and he 
does not appear to see, that at the same time that capital is increased, 
the work to be effected by capital is increased in the same proportion. 
M. Say has, however, most satisfactorily shown, that there is no 
amount of capital which may not be employed in a country, because 
demand is only limited by production. No man produces but with 
a view to consume or sell, and he never sells but with an intention 
to purchase some other commodity, which may be immediately 
useful to him, or which may contribute to future production. By 
producing, then, he necessarily becomes either the consumer of his 
own goods, or the purchaser and consumer of the goods of some 
other person. Itis not to be supposed that he should, for any length 
of time, be ill-informed of the commodities which he can most ad- 
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vantagcously produce, to attain the object which he has in view, 
namely, the possession of other goods; and, therefore, it is not 
probable that he will continually produce a commodity for which 
there is no demand.* 

There cannot, then, be accumulated in a country any amount of 
capital which cannot be employed productively, until wages rise so 
high in consequence of the rise of necessaries, and so little conse- 
quently remains for the profits of stock, that the motive for 
accumulation ceases.[ While the profits of stock are high, men 
will have a motive to accumulate. Whilst a man has any wished- 
for gratification unsupplied, he will have a demand for more com- 
modities; and it will be an effectual demand while he has any new 
value to offer in exchange for them. If ten thousand pounds were 
given to a man having 100,000/. per annum, he would not lock it 
up in a chest, but would either increase his expenses by 10,000/.; 
employ it himself productively, or lend it to some other person for 
that purpose; in either case, demand would be increased, although 
it would be for different objects. If he increased his expenses, his 
effectual demand might probably be for buildings, furniture, or 
some such enjoyment. td he employed his 10,000/. productively, 
his effectual demand would be for food, clothing, and raw material, 
which might set new labourers to work; but still it would be 
demand. f 


* Adam Smith speaks of Holland, as affording an instance of the fall of profits from 
the accumulation of capital, and from every employment being consequently over- 
charged. '**The government there borrow at 2 per cent., and private people of good 
credit, at 3 per cent.” But it should be remembered, that Holland was obliged to 
import almost all the corn which she consumed, and by imposing heavy taxes on the 
necessaries of the labourer, she further raised the wages of labour. "These facts will 
sufficiently account for the low rate of profits and interest in Holland. 

t Is the following quite consistent with M. Say's principle? ‘“'The more disposable 
capitals are abundant in proportion to the extent of employment for them, the more 
will the rate of interest on loans of capital fall.”—Vol. ii. p. 108. If capital to any 
extent can be employed by a country, how can it be said to be abundant, compared 
with the extent of employment for it? 

t Adam Smith says, that “ When the produce of any particular branch of indus 
exceeds what the demand of the country requires, the surplus must be sent abroad, 
and exchanged for something for which there is a demand at home. Without such 
exportation, a part of the productive labour of the country must cease, and the value of its 
annual produce diminish, The land and labour of Great Britain produce generally 
more corn, woollens, and hardware, than the demand of the home market requires. 
The surplus part of them, therefore, must be sent abroad, and exchanged for some- 
thing for which there is a demand at home. It is only by means of such exportation 
that this surplus can acquire a value sufficient to compensate the labour and expense 
of producing it." One would be led to think by the above passage, that Adam Smith 
concluded we were under some necessity of producing a surplus of corn, woollen goods, 
and hardware, and that the capital which produced them could not be otherwise 
employed. It is, however, always a matter of choice in what way a capital shall be 
employed, and therefore there can never for any length of time be a surplus of any 
commodity ; for if there were, it would fall below its natural price, and capital would 
be removed to some more profitable employment. No writer has more satisfactorily 
and abiy shown than Dr Smith the tendency of capital to move from employments in 
which the goods produced do not repay by their price the whole expenses, including 
s An profits, of producing and bringing them to market.—See Chap. x. 

ook i. 
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Productions are always bought by productions, or by services; 
money is only the medium by which the exchange is effected. Too 
much of a particular commodity may be produced, of which there 
may be such a glut in the market as not to repay the capital ex- 
pended on it; but this cannot be the case with respect to all com- 
modities; the demand for corn is limited by the mouths which are 
to eat it, for shoes and coats by the persons who are to wear them; 
but though a community, or a part of a community, may have as 
much corn, and as many hats and shoes as it is able, or may wish 
to consume, the same cannot be said of every commodity produced 
by nature or by art. Some would consume more wine if they had 
the ability to procure it. Others, having enough of wine, would 
wish to increase the quantity or improve the quality of their furni- 
ture. Others might wish to ornament their grounds, or to enlarge 
their houses. The wish to do all or some of these is implanted in 
every man’s breast ; nothing is required but the means, and nothing 
can afford the means but an increase of production. If I had food 
and necessaries at my disposal, I should not be long in want of 
workmen who would put me in possession of some of the objects 
most useful or most desirable to me. 

Whether these increased productions, and the consequent demand 
which they occasion, shall or shall not lower profits, depends solely 
on the rise of wages; and the rise of wages, excepting for a limited 

eriod, on the facility of producing the food and necessaries of the 
abourer. I say excepting for a limited period, because no point is 
better established, than that the supply of labourers will always 
ultimately be in proportion to the means of supporting them. 

There is only one case, and that will be temporary, in which the 
accumulation of capital with a low price of food may be attended 
with a fall of profits; and that is, when the funds for the mainte- 
nance of labour increase much more rapidly than population ;— 
wages will then be high, and profits low. If every man were to 
forego the use of luxuries, and be intent only on accumulation, a 
quantity of necessaries might be produced, for which there could 
not be any immediate consumption. Of commodities so limited in 
number, there might undoubtedly be a universal glut, and conse- 
quently there might neither be demand for an additional quantit 
of such commodities, nor profits on the employment of more capital. 
If men ceased to consume, they would cease to produce. This 
admission does not impugn the general principle. In such a country 

as England, for example, it is difficult to suppose that there can be 
any disposition to devote the whole capital and labour of the country 
to the production of necessaries only. 

When merchants engage their capitals in foreign trade, or in the 
carrying trade, it is always from choice, and never from necessity : 
it is because in that trade their profits will be somewhat greater 
than in the home trade. 

Adam Smith has justly observed * that the desire of food is 
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limited in every man by the narrow capacity of the human stomach, 
but the desire of the conveniences and ornaments of building, dress, 
equipage, and household furniture, seems to have no limit or certain 
boundary." Nature, then, has necessarily limited the amount, of 
capital which can at any onetime be profitably engaged in agriculture, 
but she has placed no limits to the amount of capital that may be 
employed in procuring “ the conveniences and ornaments” of life. 
To procure these gratifications in the greatest abundance is the 
object in view, and it is only because foreign trade, or the carrying 
trade, will accomplish it better, that men engage in them in pre- 
ference to manufacturing the commodities required, or a substitute 
for them, at home. If, however, from peculiar circumstances, we 
were precluded from engaging capital in foreign trade, or in the 
carrying trade, we should, though with less advantage, employ it 
at home; and while there is no limit to the desire of “ conveniences, 
ornaments of building, dress, equipage, and household furniture,” 
there can be no limit to the capital that may be employed in pro- 
curing them, except that which bounds our power to maintain the 
workmen who are to produce them. 

Adam Smith, however, speaks of the carrying trade as one not 
of choice, but of necessity ; as if the capital engaged in it would be 
inert if not so employed, as if the capital in the home trade could 
overflow, if not confined to a limited amount. He says, * when 
the capital stock of any country is increased to such a degree that 
tt cannot be all employed in supplying the consumption, and supporting 
the productive labour of that particular country, the surplus part of it 
naturally disgorges itself into the carrying trade, and is employed 
in performing the same offices to other countries." 

* About ninety-six thousand hogsheads of tobacco are annually 
aiU with a part of the surplus produce of British industry. 

ut the demand of Great Britain does not require, perhaps, more 
than fourteen thousand. If the remaining eighty-two thousand, 
therefore, could not be sent abroad and exchanged for something 
more in demand at home, the importation of them would cease im- 
mediately, and with it the productive labour of all the inhabitants o 
Great Britain, who are at present employed in preparing the goods 
with which these eighty-two thousand hogsheads are annually pur- 
chased.” But could not this portion of the productive labour of 
Great Britain be employed in preparing some other sort of goods, 
with which something more in demand at home might be purchased ? 
And if it could not, might we not employ this productive labour, 
though with less advantage, in making those goods in demand at 
home, or at least some substitute for them? If we wanted velvets, 
might we not attempt to make velvets ; and if we could not succeed, 
i ss we not make more cloth, or some other object desirable to us ? 

e manufacture commodities, and with them buy goods abroad, 

because we can obtain a greater quantity than we could make at 

home. Deprive us of this trade, and we immediately manufacture 
M 
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again for ourselves. But this opinion of Adam Smith is at variance 
with all his general doctrines on this subject. “ If a foreign country 
can supply us with a commodity cheaper than we ourselves can 
make it, better buy it of them with some part of the produce of 
our own industry, employed in a way in which we have some 
advantage. The general industry of the country being always in 
popa to the capital which employs it, will not thereby be dimi- 
nished, but only left to find out the way in which it can be employed 
with the greatest advantage.” 

Again. “ Those, therefore, who have the command of more food 
than they themselves can consume, are always willing to exchange 
the surplus, or, what is the same thing, the price of it, for gratifi- 
cations of another kind. What is over and above satisfying the 
limited desire, is given for the amusement of those desires which 
cannot be satisfied, but seem to be altogether endless. The poor, 
in order to obtain food, exert themselves to gratify those fancies of 
the rich ; and to obtain it more certainly, they vie with one another 
in the cheapness and perfection of their work. The number of 
workmen increases with the increasing quantity of food, or with 
the growing improvement and cultivation of the lands; and as the 
nature of their business admits of the utmost subdivisions of labours, 
the quantity of materials which they can work up increases in a 
much greater proportion than their numbers. Hence arises a de- 
mand for every sort of material which human invention can employ, 
either usefully or ornamentally, in building, dress, equipage, or 
household furniture ; for the fossils and minerals contained in the 
bowels of the earth, the precious metals, and the precious stones." 

It follows, then, from these admissions, that there is no limit to 
demand—no limit to the employment of capital while it yields any 
profit, and that however abundant capital may become, there is no 
other adequate reason for a fall of profit but & rise of wages, and 
further, it may be added that the only adequate and permanent 
cause for the rise of wages is the increasing difficulty of providing 
food and necessaries for the increasing number of workmen. 

Adam Smith has justly observed, that it is extremely difficult to 
determine the rate of the profits of stock. “ Profit is so fluctuating, 
that even in a particular trade, and much more in trades in fener 
it would be difficult to state the average rate of it. To judge of 
what it may have been formerly, or in remote periods of time, with 
any degree of precision, must be altogether impossible.” Yet since 
it 13 evident that much will be given for the use of money, when 
müch can be made by it, he suggests that “the market rate of 
interest will lead us to form some notion of the rate of profits, and 
the history of the progress of interest afford us that of the progress 
of profits." Undoubtedly, if the market rate of interest could be 
accurately known for any considerable period, we should have a 
tolerably correct criterion, by which to estimate the progress of profits. 

But 1n all countries, from mistaken notions of policy, the State 
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has interfered to prevent a fair and free market rate of interest, by 
imposing heavy and ruinous penalties on all those who shall take 
more than the rate fixed by law. In all countries probably these 
laws are evaded, but records give us little information on this head, 
and point out rather the legal and fixed rate, than the market rate 
of interest. During the present war, Exchequer and Navy Bills 
have been frequently at so high a discount, as to afford the pur- 
chasers of them 7, 8 per cent., or a greater rate of interest for their 
money. Loans have been raised by Government at an interest 
exceeding 6 per cent., and individuals have been frequently obliged, 
by indirect means, to pay more than 10 per cent. for the interest of 
money; yet during this same period the legal rate of interest has 
been uniformly at 5 per cent. Little dependence for information, 
then, can be placed on that which is the fixed and legal rate of 
interest, when we find it may differ so considerably from the market 
rate. Adam Smith informs us, that from the 37th of Henry VIII. 
to 21st of James I., 10 per cent. continued to be the legal rate of 
interest. Soon after the Restoration, it was reduced to 6 per cent., 
and by the 12th of Anne, to 5 per cent. He thinks the legal rate 
followed, and did not precede the market rate of interest. Before 
the American war, Government borrowed at 3 per cent., and the 
people of credit in the capital, and in many other parts of the king- 
dom at 31, 4, and 44 per cent. 

The rate of interest, though ultimately and permanently governed 
by the rate of profit, is, however, subject to temporary variations 
from other causes. With every fluctuation in the quantity and 
value of money, the prices of commodities naturally vary. They 
vary also, as we have already shown, from the alteration in the pro- 
portion of supply to demand, although there should not be either 
greater facility or difficulty of production. When the market prices 
of goods fall from an abundant supply, from a diminished demand, 
or from a rise in the value of money, a manufacturer naturally accu- 
mulates an unusual quantity of finished goods, being unwilling to 
sell them at very depressed prices. - To meet his ordinary payments, 
. for which he used to depend on the sale of his goods, he now endea- 
vours to borrow on credit, and is often obliged to give an increased 
rate of interest. This, however, is but of temporary duration; for 
either the manufacturer’s expectations were well grounded, and the 
market price of his commodities rises, or he discovers that there isa 
permanently diminished demand, and he no longer resists the course 
of affairs : I inn fall, and money and interest regain their real value. 
If, by the discovery of a new mine, by the abuses of banking, or b 
any other cause, the quantity of money be greatly increased, its ult- 
mate effect is to raise the prices of commodities in proportion to the 
increased quantity of money; but there is probably always an interval, 
during which some effect is produced on the rate of interest. 

The price of funded property is not a steady criterion by which 
to judge of the rate of interest. In time of war, the stock market 
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is 80 loaded by the continual loans of Government, that the price of 
stock has not time to settle at its fair level, before a new operation 
of funding takes place, or it is affected by anticipation of political 
eventa. time of peace, on the contrary, the operations of the 
sinking fund, the unwillingness which a particular class of persons feel 
to divert their funds to any other employment than that to which 
they have been accustomed, which they think secure, and in which 
their dividends are paid with the utmost regularity, elevates the 
price of stock, and consequently depresses the rate of interest on 
these securities below the general market rate. It is observable, 
too, that for different securities, Government pays very different 
rates of interest. Whilst 100/. capitalin 5 per cent. stock is selling 
for 95l, an exchequer bill of 100/. will be sometimes selling for 
1001. 5s., for which exchequer bill no more interest will be annually 
paid than 4/. 11s. 3d.: one of these securities pays to a purchaser, 
at the above prices, an interest of more than 5} per cent., the other 
but little more than 41 ; a certain quantity of these exchequer bills 
is required as a safe and marketable investment for bankers ; if they 
were increased much beyond this demand, they would probably 
be as much depreciated as the 5 per cent. stock. A stock paying 
3 per cent. per annum will always sell at a proportionally greater price 
than stock paying 5 per cent., for the capital debt of neither can be 
discharged but at par, or 100/. money for 1001. stock. The market 
rate of interest may fall to 4 per cent., and Government would then 
pay the holder of 5 per cent. stock at par, unless he consented to 
take 4 per cent. on some diminished rate of interest under 5 per 
cent.: they ‘would have no advantage from so paying the holder of 
3 per cent. stock, till the market rate of interest had fallen below 
3 per cent. per annum. To pay the interest on the national debt, 
large sums of money are withdrawn from circulation four times in 
the year for a few days. These demands for money being only 
temporary, seldom affect prices; they are generally surmounted by 
the payment of a large rate of interest. * 


* * All kinds of public loans,” observes M. Say, * are attended with the inconve- 
nience of withdrawing capital, or portions of capital, from productive employments, to 
devote them to consumption; and when they take place ina country, the Government 
of which does not inspire much confidence, they have the further inconvenience of raising 
the interest of capital. Who would lend at 5 per cent. per annum to agriculture, to 
manufacturers, and to commerce, when a borrower may be found ready to pay an 
interest of 7 or 8 per cent.? That sort of income, which is called profit of stock, would 
rise then at the expense of the consumer. Consumption would be reduced by the rise 
in the price of produce; and the other productive services would be less in demand, 
less well paid. The whole nation, capitalists excepted, would be the sufferers from 
such a state of things.” To the question, “ who would lend money to farmers, manu- 
facturers, and merchants, at 5 per cent. perannum, when another borrower, having 
little credit, would give 7 or 8?” I reply, that every prudent and reasonable man 
would. Because the rate of interest is 7 or 8 per cent. there, where the lender runs 
extraordinary risk, is this any reason that it should be equally high in those places 
where they are secured from such risks? M. Say allows, that the rate of interest 
depends on the rate of profits; but it docs not therefore follow, that the rate of profits 
depends on the rate of interest. One is the cause, the other the effect, and it is im- 
possible for any circumstances to make them change places. 
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CHAPTER XXII. 


BOUNTIES ON EXPORTATION, AND PROHIBITIONS OF 
IMPORTATION. 


A BOUNTY on the exportation of corn tends to lower its price to 
the foreign consumer, but it has no permanent effect on its price 
in the home market. 

Suppose that to afford the usual and general profits of stock, the 
price of corn should in England be 4/. per quarter; it could not 
then be exported to foreign countries where it sold for 3/. 15s. per 
quarter. But if a bounty of 10s. per quarter were given on expor- 
tation, it could be sold in the foreign market at 3/. 10s., and con- 
sequently the same profit would be afforded to the corn grower, 
whether he sold it at 3/. 10s. in the foreign, or at 4l. in the home 
market. 

A bounty then, which should lower the price of British corn in 
the foreign country, below the cost of producing corn in ¢hat country, 
would naturally extend the demand for British, and diminish the 
demand for their own corn. This extension of demand for British 
corn could not fail to raise its price for a time in the home market, 
and during that time to prevent also its falling so low in the foreign 
market as the bounty has a tendency to effect. But the causes 
which would thus operate on the mado price of corn in England 
would produce no effect whatever on its natural price, or its real 
cost of production. To grow corn would neither require more 
labour nor more capital, and, consequently, if the profits of the 
farmer's stock were before only equal to the profits of the stock of 
other traders, they will, after the rise of price, be considerably 
above them. By raising the profits of the farmers stock, the 
bounty will operate as an encouragement to agriculture, and capital 
will be withdrawn from manufactures to be employed on the land, 
till the enlarged demand for the foreign market has been supplied, 
when the price of corn will again fall in the home market to its 
natural and necessary price, and profits will be again at their 
ordinary and accustomed level. The increased supply of grain 
operating on the foreign market, will also lower its price in the 
country to which itis exported, and will thereby restrict the profits 
of the exporter to the lowest rate at which he can afford to trade. 

The ultimate effect then of a bounty on the exportation of corn, 
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is not to raise or to lower the price in the home market, but to 
lower the price of corn to the foreign consumer—to the whole 
extent of the bounty, if the price of corn had not before been lower 
in the foreign, than in the home market—and in a less degree, if 
the price in the home had been above the price in the foreign 
market. 

A writer in the fifth vol. of the Edinburgh Review, on the subject 
of a bounty on the exportation of corn, has very clearly pointed 
out its effects on the foreign and home demand. He has also 
justly remarked, that it would not fail to give encouragement to 
agriculture in the exporting country; but he appears to have im- 
bibed the common error which has misled Dr Smith, and, I believe, 
most other writers on this subject. He supposes, because the price 
of corn ultimately regulates wages, that therefore it will regulate 
the price of all other commodities. He says that the bounty, “by 
raising the profits of farming, will operate as an encouragement to 
husbandry ; by raising the price of corn to the consumers at home, 
it will diminish for the time their power of purchasing this neces- 
sary of life, and thus abridge their real wealth. It is evident, 
however, that this last effect must be temporary: the wages of the 
labouring consumers had been adjusted before by competition, and 
the same principle will adjust them again to the same rate, by 
raising the money price of labour, and through that, of other commo- 
dities, to the money price of corn. The bounty upon exportation, 
therefore, will ultimately raise the money price of corn in the home 
market; not directly, however, but ps p the medium of an 
extended demand in the foreign market, and a consequent enhance- 
ment of the real price at home: and this rise of the money price, 
when tt has once been communicated to other commodities, will of course 
become fixed." 

If, however, I have succeeded in showing that it is not the rise 
in the money wages of labour which raises the price of commodities, 
but that such rise always affects profits, it will follow that the prices 
of commodities would not rise in consequence of a bounty. 

But a temporary rise in the price of corn, produced by an 
increased demand from abroad, would have no effect on the money 

rice of labour. The rise of corn is occasioned by a competition 
or that supply which was before exclusively appropriated to the 
home market. By raising profits, additional capital is employed in 
agriculture, and the increased supply is obtained; but till it be 
obtained, the high price is absolutely necessary to proportion the 
consumption to the supply, which would be counteracted by a rise 
of wages. The rise of corn is the consequence of its scarcity, and 
is the means by which the demand of the home purchasers is dimi- 
nished. If wages were increased, the competition would increase, 
and a further rise of the price of corn would become necessary. 
In this account of the effects of a bounty, nothing has been supposed 
to occur to raise the natural price of corn, by which its market 
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price is ultimately governed ; for it has not been supposed that any 
additional labour would be required on the land to insure a given 
production, and this alone can raise its natural price. If the natural 
price of cloth were 20s. per yard, a great increase in the forei 
demand might raise the price to 25s., or more, but the hrote 
which would then be made by the clothier would not fail to attract 
capital in that direction, aud although the demand should be 
doubled, trebled, or quadrupled, the supply would ultimately be 
obtained, and cloth would fall to its R price of 20s. So, in 
the supply of corn, although we should export 200,000, 300,000, 
or 800,000 quarters annually, it would ultimately be produced at 
its natural price, which never varies, unless a different quantity 
of labour becomes necessary to production. 

Perhaps in no part of Adam Smith’s justly celebrated work are 
his conclusione more liable to objection than in the chapter on 
bounties. In the first place, he speaks of corn as of a commodity 
of which the production cannot be increased in consequence of a 
bounty on exportation ; he supposes invariably that it acts only on 
the quantity actually produced, and is no stimulus to farther 
production. “In years of plenty,” he says, “by occasioning an 
extraordinary exportation, it necessarily keeps up the price of corn 
in the home market above what it would naturally fall to. In 
years of scarcity, though the bounty is frequently suspended, yet 
the great exportation which it occasions in years of plenty must 
frequently hinder, more or less, the plenty of one year from relieving 
the scarcity of another. Both in the years of plenty and in years 
of scarcity, therefore, the bounty necessarily tends to raise the 
money price of corn somewhat higher than it otherwise would be 
in the home market.” * 

Adam Smith appears to have been fully aware that the correct- 
ness of his argument entirely depended on the fact, whether the 
increase “ of the money price of corn, by rendering that commodity 


* In another place he says, that * whatever extension of the foreign market can be 
occasioned by the bounty must, in every particular year, be altogether at the expense 
of the home market, as every bushel of corn which is exported by means of the 
bounty, and which would not have been exported without the bounty, would have 
remained in the home market to increase the consumption and to lower the price of 
that commodity. The corn bounty, it is to be observed, as well as every other bount 
upon exportation, imposes two different taxes upon the people :—first, the tax whic 
they are obliged to contribute in order to pay the bounty; and, secondly, the tax 
which arises from the advanced price of the commodity in the home market, and 
which, as the whole body of the people are purchasers of corn, must, in this particular 
commodity, be paid by the whole body of the people. In this particular commodity, 
therefore, this second tax is by much the heaviest of the two.” “For every five 
shillings, therefore, which niey contribute to the payment of the first tax, they must 
contribute six pounds four shillings to the payment of the second.” “The extra- 
ordinary exportation of corn, therefore, occasioned by the bounty, not only in every 
particular year diminishes the home, just as much as it extends the foreign market 
and consumption ; but, by restraining the population and industry of the country, its 
final tendency is to stunt and restrgin the gradual extension of the home market, and 
thereby, in the long run, rather to diminish than to augment the whole market and 
consumption of corn." 
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more profitable to the farmer, would not necessarily encourage its 
production." 

“I answer,” he says, “that this might be the case if the effect 
of the bounty was to raise the real price of corn, or to enable the 
farmer, with an equal quantity of it, to maintain a greater number 
of labourers in the same manner, whether liberal, moderate, or 
scanty, as other labourers are commonly maintained in his neigh- 
bourhood." 

If nothing were consumed by the labourer but corn, and if the 
portion which he received was the very lowest which his sustenance 
required, there might be some ground for supposing that the quantity 

aid to the labourer could, under no circumstances, be reduced, — 
ut the money wages of labour sometimes do not rise at all, and 

never rise in proportion to the rise in the money price of corn, 

because corn, though an important part, is only a part of the 

consumption of the labourer. If half his wages were expended on 

corn, and the other half on soap, candles, fuel, tea, sugar, clothing, 

&c., commodities on which no rise is supposed to take place, it is 

evident that he would be quite as well paid with a bushiel and a 

half of wheat when it was 16s. a bushel, as he was with two bushels 

when the price was 8s. per bushel; or with 24s. in money as he 

was before with 16s. His wages would rise only 50 per cent. though 

corn rose 100 per cent. ; and, consequently, there would be suffi- 
cient motive to divert more capital to the land if profits on other 
trades continued the same as before. But such a rise of wages 

would also induce manufacturers to withdraw their capitals from 

manufactures to employ them on the land; for, whilst the farmer 

increased the price of his commodity 100 per cent. and his wages 

only 50 per cent., the manufacturer would be obliged also to raise 

wages 50 per cent., whilst he had no compensation whatever in the 

rise of his manufactured commodity for this increased charge of 
production; capital would consequently flow from manufactures to 

agriculture, till the supply would again lower the price of corn to 

8s. per bushel, and wages to 16s. per week; when the manufacturer 
would obtain the same profits as the farmer, and the tide of capital 

would cease to set in either direction. This is, in fact, the mode in 

which the cultivation of corn is always extended, and the increased 

wants of the market supplied. The funds for the maintenance of 
labour increase, and wages are raised. The comfortable situation’ 
of the labourer induces him to marry—population increases, and 
the demand for corn raises its price relatively to other things— 
more capital is profitably employed on agriculture, and continues 

to flow towards 1t, till the supply is equal to the demand, when the 
price again falle, and agricultural and manufacturing profits are 
again brought to a level. 

Dut whether wages were stationary after the rise in the price of 
corn, or advanced moderately or enormously, is of no importance to 
this question, for wages are paid by the manufacturer as well as by 
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the farmer, and, therefore, in this respect they must be equally 
affected by a rise in the price of corn. But they are unequally 
affected in their profits, inasmuch as the farmer sells his commodity 
at an advanced price, while the manufacturer sells his for the same 
price as before. It is, however, the inequality of profit which is 
always the inducement to remove capital from one employment to 
another; and, therefore, more corn would be produced, and fewer 
commodities manufactured. Manufactures would not rise, because 
fewer would be manufactured, for a supply of them would be 
obtained in exchange for the exported corn. 

A bounty, if it raises the price of corn, either raises it in compa- 
rison with the price of other commodities or it does not. If the 
affirmative be true, it is impossible to deny the greater profits of the 
farmer, and the temptation to the removal of capital till its price is 
again lowered by an abundant supply. If it does not raise it in 
comparison with other commodities, where is the injury to the home 
consumer beyond the inconvenience of paying the tax? If the 
manufacturer pays a greater price for his corn, he is compensated 
by the greater price at which he sells his commodity, with which 
his corn is ultimately purchased. 

The error of Adam Smith proceeds precisely from the same 
source as that of the writer in the Edinburgh Review ; for they both 
think “that the money price of corn regulates that of all other 
home-made commodities.”* “It regulates,” says Adam Smith, 
“the money price of labour, which must always be such as to enable 
the labourer to purchase a quantity of corn sufficient to maintain 
him and his family, either in the liberal, moderate, or scanty 
manner, in which the advancing, stationary, or declining circum- 
stances of the society oblige his employers to maintain him. By 
regulating the money price of all the other parts of the rude pro- 
duce of land, it regulates that of the materials of almost all manu- 
factures. By regulating the money price of labour, it regulates 
that of manufacturing art and industry; and by regulating both, 
it regulates that of the complete manufacture. The money price of 
labour, and of every thing that is the produce either of land or labour, 
must necessarily rise or fall in proportion to the money price of corn.” 

This opinion of Adam Smith, f have before attempted to refute. 
In considering a rise in the price of commodities as a aa 
consequence of a rise in the price of corn, he reasons as thou 
there were no other fund from which the increased charge could be 
paid. He has wholly neglected the consideration of profits, the 
diminution of which forms that fund, without raising the price of 
commodities. If this opinion of Dr Smith were well founded, 
profits could never really fall, whatever accumulation of capital 
there might be. If, when wages rose, the farmer could raise the 
price of his corn, and the clothier, the hatter, the shoemaker, and 


* The same opinion is held by M. Say.—-Vol. ii. p. 335. 
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every other manufacturer, could also raise the price of their goods 
in proportion to the advance, although estimated in money they 
might be all raised, they would continue to bear the same value 
relatively to each other. Each of these trades could command the 
same quantity as before of the goods of the others, which, since it 
is goods, and not money, which constitute wealth, is the only cir- 
cumstance that could be of importance to them ; and the whole rise 
in the price of raw produce and of goods, would be injurious to no 
other persons but to those whose property consisted of gold and 
silver, or whose annual income was paid in a contributed quantity 
of those metals, whether in the form of bullion or of money. Sup- 
pose the use of money to be wholly laid aside, and all trade to be 
carried on by barter. Under such circumstances, could corn rise 
in exchangeable value with other things? If it could, then it is 
not true that the value of corn reena ei the value of all other 
commodities; for to do that, it should not vary in relative value to 
them. Ifit could not, then it must be maintained, that whether 
corn be obtained on rich or on poor land, with much labour, or 
with little, with the aid of machinery, or without, it would always 
exchange for an equal quantity of all other commodities. 

I cannot, however, but remark that, though Adam Smith's general 
doctrines correspond with this which I have just quoted, yet in one 
part of his work he appears to have given a correct account of the 
nature of value. “The proportion between the value of gold and 
silver, and that of goods of any other kind, DEPENDS IN ALL CASES,” 
he says, “ upon the proportion between the quantity of labour which is 
necessary in order to bring a certain quantity of gold and silver to 
market, and that which is necessary to bring thither a certain quantity 
of any other sort of goods.” Does he not here fully acknowledge, 
that 1f any increase takes place in the quantity of labou: required 
to bring one sort of goods to market, whilst no such increase takes 
place in bringing another sort thither, the first sort will rise in 
relative value? If no more labour than before be required to bring 
either cloth or gold to market, they will not vary in relative value, 
but if more labour be required to bring corn and shoes to market, 
will not corn and shoes rise in value latsa to cloth, and money 
made of gold? 

Adam Smith again considers that the effect of the bounty is to 
cause a partial degradation in the value of money. “That degra- 
dation,” says he, “in the value of silver, which is the effect of the ` 
fertility of the mines, and which operates equally, or very nearly 
equally, through the greater part of the commercial world, is a 
matter of very little consequence to any particular country. The 
consequent rise of all money prices, though it does not nd. those 
who receive them really richer, does not make them really poorer. 
A service of puts becomes really cheaper, and everything else re- 
mains precisely of the same real value as before." "This observation 
18 most correct. 
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“ But that de tion in the value of silver, which, being the 
effect either of the peculiar situation, or of the political institutions 
of a particular country, takes place only in that country, is a matter 
of very grent consequence, which, far from tending to make any 
body y richer, tends to make every body really poorer. The 
rise in the money price of all commodities, which is in this case 
peculiar to that country, tends to discourage more or less every 
sort of industry which is carried on within it, and to enable foreign 
nations, by furnishing almost all sorts of goods for a smaller quantity 
of silver than its own workmen can afford to do, to undersell them, 
not only in the foreign, but even in the home market.” 

I have elsewhere attempted to show that a partial degradation 
in the value of money, which shall affect both agricultural produce 
and manufactured commodities, cannot possibly be permanent. 
To say that money is partially degraded, in this sense, is to say 
that all commodities are at a high price; but while gold and silver 
are at liberty to make purchases in the cheapest market, they will 
be exported for the cheaper goods of other countries, and the 
reduction of their quantity will increase their value at home ; com- 
modities will regain their usual level, and those fitted for foreign 
markets will be exported as before. 

A aounig therefore, cannot, I think, be objected to on this 

ound. 

di then, a bounty raises the price of corn in comparison with all 
other things, the nier will be benefited, and more land will be 
cultivated ; but if the bounty do not raise the value of corn relatively 
to other things, then no other inconvenience will attend it than that 
of paying the bounty; one which I neither wish to conceal nor 
underrate. 

Dr Smith states, that “by establishing high duties on the im- 
portation, and bounties on the exportation of corn, the country 
gentlemen seemed to have imitated the conduct of the manufac- 
turers.” By the same means, both had endeavoured to raise the 
value of their commodities. “ They did not, perhaps, attend to the 
great and essential difference which nature has established between 
corn, and almost every other sort of goods. When by either of the 
above means, you enable our manufacturers to sell their goods for 
somewhat a better price than they otherwise could get for them, you 
raise not only the nominal, but the real price of those goods. You 
increase not only the nominal, but the real profit, the real wealth and 
revenue of those manufacturers—you really encourage those manu- 
factures. But when, by the like institutions, you raise the nominal 
or money price of corn, you do not raise its real value, you do not 
increase the real wealth of our farmers or country gentlemen, you do 
not encourage the growth ofcorn. The nature of things has stamped 
upon corn a real value, which cannot be altered by merely altering j 
money price. Through the world in general, that value is equal to 
the quantity of labour which it can maintain." 
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I have already attempted to show, that the market price of corn 
would, under an increased demand from the effects of a bounty, 
exceed its natural price, till the requisite additional supply was 
obtained, and that then it would again fall toits natural price. But 
the natural price of corn is not so fixed as the natural price of com- 
modities; because, with any great additional demand for corn, land 
of & worse quality must be taken into cultivation, on which more 
labour will be required to produce a given quantity, and the natural 
price of corn will be raised. By a continued bounty, therefore, on 
the exportation of corn, there would be created a tendency to a 
permanent rise in the price of corn, and this, as I have shown 
elsewhere," never fails to raise rent. Country gentlemen, then, have 
not only a temporary but a pane interest in prohibitions of the 
importation of corn, and in bounties on its exportation ; but manu- 
facturers have no permanent interest in establishing high duties on 
the importation, and bounties on the exportation of commodities; 
their interest is wholly temporary. 

A bounty on the exportation of manufactures will, undoubtedly, 
as Dr Smith contends, raise for a time the market price of manufac- 
tures, but it will not raise their natural price. The labour of 200 
men will produce double the quantity of these goods that 100 could 
produce before; and, consequently, when the requisite quantity 
of capital was employed in supplying the requisite quantity of 
manufactures, they would again fall to their natural price, and all 
advantage from a high market price would cease. It is, then, only 
during the interval after the rise in the market price of commodities, 
and til the additional supply is obtained, that the manufacturers 
will enjoy high Brie for as soon as prices had subsided, their 
profits would sink to the general level. 

Instead of agreeing, therefore, with Adam Smith, that the country 
gentlemen had not so great an interest in prohibiting the importa- 
tion of corn, as the manufacturer had in prohibiting the importation 
of manufactured goods, I contend, that they have a much superior 
interest ; for their advantage is permanent, while that of the manu- 
facturer is only temporary. Dr Smith observes, that nature has 
established a great and essential difference between corn and other 
goods, but the proper inference from that circumstance is directly 
the reverse of that which he draws from it; for it is on account of 
this difference that rent is created, and that country gentlemen have 
an interest in the rise of the natural price of corn. Instead of com- 
paring the interest of the manufacturer with the intcrest of the 
country gentleman, Dr Smith should have compared it with the 
interest of the farmer, which is very distinct from that of his land- 
lord. Manufacturers have no interest in the rise of the natural 
price of their commodities, nor have farmers any interest in the rise 
ofghe natural price of corn, or other raw produce, though both these 
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classes are benefited while the market price of their productions ex- 
ceeds their natural price. On the contrary, landlords have a most 
decided interest in the rise of the natural price of corn ; for the rise 
of rent is the inevitable consequence of the difficulty of producing 
raw produce, without which its natural price could not rise. Now, 
as bounties on exportation and prohibitions of the importation of 
corn increase the demand, and drive us to the cultivation of poorer 
lands, they necessarily occasion an increased difficulty of production. 

The sole effect of high duties on the importation, either of manu- 
factures or of corn, or of a bounty on their exportation, is to divert 
a portion of capital to an employment, which it would not naturally 
seek. It causes a pernicious distribution of the general funds of 
the society—it bribes a manufacturer to commence or continue in a 
comparatively less profitable employment. It is the worst species 
of taxation, for it does not give to the foreign country all that it 
takes away from the home country, the balance of loss being made 
up by the less advantageous distribution of the general capital. 
Thus, if the price of corn is in England 4l., and in France 3/. 15s., 
a bounty of 10s. will ultimately M it to 3l. 10s. in France, and 
maintain it at the same price of 4/. in England. For every quarter 
exported, ewe pays a tax of 10s. For every quarter imported 
into France, France gains only 5s., so that the value of 5s. per 
ee is absolutely lost to the world by such a distribution of its 

unds, as to cause diminished production, probably not of corn, but 
of some other object of necessity or enjoyment. 

Mr Buchanan appears to have seen the fallacy of Dr Smith’s 
arguments respecting bounties, and on the last passage which I 
have quoted, very judiciously remarks: * In asserting that nature 
has stamped a real value on corn, which cannot be altered by merel 
altering its money price, Dr Smith confounds its value in use wit 
its value in exchange. A bushel of wheat will not feed more people 
during scarcity than during plenty; but a bushel of wheat will 
exchange for a greater quantity of luxuries and conveniences when 
it is scarce than when it is abundant; and the landed proprietors, 
who have a surplus of food to dispose of, will therefore, in times of 
scarcity, be richer men; they will exchange their surplus for a 
greater value of other enjoyments than when corn is in greater 
plenty. It is vain to argue, therefore, that if the bounty occasions a 
forced exportation of corn, it will not also occasion a real rise of price." 
The whole of Mr Buchanan’s arguments on this part of the subject 
of bounties, appear to me to be perfectly clear and satisfactory. 

Mr Buchanan, however, has not, I think, any more than Dr 
Smith, or the writer in the Edinburgh Review, correct opinions as 
to the influence of a rise in the price of labour on manufactured 
commodities. From his peculiar views, which I have elsewhere 
noticed, he thinks that the price of labour has no connexion with 
the price of corn, and, therefore, that the real value of corn might 
and would rise without affecting the price of labour; but if labour 
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were affected, he would maintain with Adam Smith and the writer 
in the Edinburgh Review, that the price of manufactured commo- 
dities would also rise; and then I do not see how he would dis- 


tinguish such a rise of corn from a fall in the value of money, or how 


he could come to any other conclusion than that of Dr Smith. In 
& note to page 276, vol. i. of the Wealth of Nations, Mr Buchanan 
observes, * but the price of corn does not regulate the money price 
of all the other parts of the rude produce of land. It regulates the 
price neither of metals, nor of various other useful substances, such 
as coals, wood, stones, &c.; and as it does not regulate the price of 
labour, it does not regulate the price of manufactures ; so that the 
bounty, in so far as 1t raises the price of corn, is undoubtedly a real 
benefit to the farmer. It is not on this ground, therefore, that its 
policy must be argued. Its encouragement to agriculture, by raising 
the price of corn, must be admitted ; and the question then comes 
to be, whether agriculture ought to be thus encouraged ?”—It is then, 
according to Mr Buchanan, a real benefit to the farmer, because it 
does not raise the price of labour; but if it did, it would raise the 
price of all things in proportion, and then it would afford no parti- 
cular encouragement to agriculture. 

It must, however, be conceded, that the tendency of a bounty on 
the exportation of any commodity is to lower in a small degree the 
value of money. Whatever facilitates exportation, tends to accu- 
mulate money in a country ; and, on the contrary, whatever impedes 
exportation, tends to diminish it. The general effect of taxation, 
by raising the prices of the commodities taxed, tends to diminish 
exportation, and, therefore, to check the influx of money ; and, on 
the same principle, a bounty encourages the influx of money. This 
is more fully explained in the general observations on taxation. 

The injurious effects of the mercantile system have been fully 
exposed by Dr Smith; the whole aim of that system was to raise 
the price of commodities in the home market, by prohibiting foreign 
come: but this system was no more injurious to the agricul- 
tural classes than to any other part of the community. By forcin 
capital into channels where it would not otherwise flow, it diminished 
the whole amount of commodities produced. The price, though 
permanently higher, was not sustained by scarcity, but by difficulty 
of production; and therefore, though the sellers of such commodi- 
ties sold them for a higher price, they did not sell them, after the 
requisite quantity of capital was employed in producing them, at 
bigher profits.* 


* M. Say supposes the advantage of the manufacturers at home to be more than 
temporary. “ A government which absolutely prohibits the importation of certain 
foreign goods, establishes a monopoly in favour of those who produce such commodi- 
ties at home, against those who consume them; in other Pd dd those at home who 
produce them having the exclusive privilege of selling them, may elevate their price 
above the natural price; and the consumers at home, not being able to obtain them 
elsewhere, are obliged to purchase them at a higher price."—V ol. i. p. 201. 

But how can they permanently support the market price of their goods above the 
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The manufacturers themselves, as consumers, had to pay an 
additional price for such commodities, and, therefore, it cannot be 
correctly said, that “ the enhancement of price occasioned by both 
(corporation laws and high duties on the importations of foreign 
commodities) is everywhere finally paid by the landlords, farmers, 
and labourers of the country.” 

It is the more necessary to make this remark, as in the present 
day the authority of Adam Smith is quoted by country gentlemen 
for imposing similar high duties on the importation of foreign corn. 
Because the cost of production, and, therefore, the prices of various 
manufactured commodities, are raised to the consumer by one error 
in legislation, the country has been called upon, on the plea of justice, 

uietly to submit to fresh exactions. Because we all pay an addi- 
tional price for our linen, muslin, and cottons, it is thought just 
that we should pay also an additional price for our corn. Because, 
in the general distribution of the labour of the world, we have 


eren the greatest amount of productions from being obtained 


y our portion of that labour in manufactured commodities, we 
should further punish ourselves by diminishing the productive powers 
of the general labour in the supply of raw produce. It would be 
much wiser to acknowledge the errors which a mistaken policy has 
induced us to adopt, and immediately to commence a gradual 
recurrence to the sound principles of a universally free trade.* 

* I have already had occasion to remark,” observes M. Say, “in 
speaking of what is improperly called the balance of trade, that if 
it suits a merchant better to export the precious metals to a foreign ` 
country than any other goods, it is also the interest of the State 
that he should export them, because the State only gains or loses 
through the channel of its citizens; and in what concerns foreign 
trade, that which best suits the individual best suits also the State; 
therefore, by opposing obstacles to the exportution which individuals 
would be inclined to make of the precious metals, nothing more is 
done than to force them to substitute some other commodity less 
profitable to themselves and to the State. It must, however, be 
remarked, that I say only in what concerns foreign trade; because 
the profits which merchants make by their dealings with their 


natural price, when every one of their fellow citizens is free to enter into the trade? 
They are guaranteed against foreign, but not against home competition. The real 
evil arising to the country from such monopolies, if they can be called by that name, 
lies, not in raising the market price of such goods, but in raising their real and natural 

rice. By increasing the cost of production, a portion of the labour of the country is 
ess productively employed. 

* «* A freedom of trade is alone wanted to guarantee a country like Britain, 
abounding in all the varied products of industry, in merchandise suited to the wants 
of every society, from the possibility of & scarcity. 'The nations of the earth are not 
condemned to throw the dice to determine which of them shall submit to famine. 
There is always abundance of food in the world. To enjoy a constant plenty we have 
only to lay aside our prohibitions and restrictions, and cease to counteract the bene- 
volent wisdom of Providence." — Article “Com Laws and Trade,” Supplement to 
Encyclopedia Britannica. 
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countrymen, as well as those which are made in the exclusive 
commerce with colonies, are not entirely gains for the State. In 
the trade between individuals of the same country, there is no other. 
gain but the value of a utility produced ; que la valeur d'une utilité 

roduite," * Vol. i.p. 401. I cannot see the distinction here made 

etween the profits of the home and foreign trade. The object of 
all trade is to increase productions. If, for the purchase of a pipe 
of wine, I had it in my power to export bullion which was bought 
with the value of the produce of 100 days’ labour, but Government, 
by prohibiting the exportationof bullion, should oblige meto purchase 
my wine with a commodity bought with the value of the produce of 
105 days’ labour, the produce of five days’ labour is lost to me; and, 
through me, to the State. But if these transactions took place 
between individuals in different provinces of the same country, the 
same advantage would accrue both to the individual, and, through 
him, to the country ; if he were unfettered in his choice of Abo 
commodities with which he made his purchases ; and the same 
disadvantage if he were obliged by Government to purchase with 
the least beneficial commodity. If a manufacturer could work up 
with the same capital more iron where coals are plentiful than he 
could where coals are scarce, the country would be benefited by 
the difference. But if coals were nowhere plentiful, and he imported 
iron, and could get this additional quantity by the manufacture of 
a commodity with the same capital and labour, he would, in like 
manner, benefit his country by the additional quantity of iron. In 
the sixth chapter of this work, I have endeavoured to show that all 
trade, whether foreign or domestic, is beneficial, by increasing the 
quantity, and not by increasing the value of productions. We shall 
have no greater value, whether we carry on the most beneficial 
home and foreign trade, or, in consequence of being fettered by 
prohibitory laws, we are obliged to content ourselves with the least 
advantageous. The rate of profits and the value produced will be 
the same. The advantage always resolves itself into that which 
M. Say appears to confine to the home trade; in both cases there 
is no other gain but that of the value of a utilité produite. 


* Are not the following passages contradictory to the one above quoted ? ** Besides, 
that home trade, though less noticed (because it is in a variety of hands), is the most 
considerable, it is also the most profitable. 'The commodities exchanged in that trade 
are necessarily the productions of the same country."—V ol. i. p. 84. 

* The English Government has not observed, that the most profitable sales are those 
which a country makes to itself, because they cannot take place without two values 
being produced by the nation; the value which is sold, and the value with which the © 
purchase is made.”—Vol. i. p. 221. 

I shall, in the 26th chapter, examine the soundness of this opinion. 


* 
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CHAPTER XXIII. 


ON BOUNTIES ON PRODUCTIONS. 


IT may not be uninstructive to consider the effects of a bounty on 
the production of raw produce and other commodities, with a view 
to observe the application of the principles which I have been 
endeavouring to establish with regard to the profits of stock, the 
division of the annual produce of the land and labour, and the re- 
lative prices of manufactures and raw produce. In the first place, let 
us suppose that a tax was imposed on all commodities for the purpose 
of raising a fund to be employed by Government in giving a bounty 
on the production of corn. As no part of such a tax would be 
expended by Government, and as all that was received from one 
class of the people would be returned to another, the nation collec- 
tively would be neither richer nor poorer from such a tax and 
bounty. It would be readily allowed, that the tax on commodities 
by which the fund was created would raise the price of the com- 
modities taxed ; all the consumers of those commodities, therefore, 
would contribute towards that fund ; in other words, their natural 
or necessary price being raised, so would, too, their market price. 
But for the same reason that the natural price of those commodities 
would be raised, the natural price of corn would be lowered ; before 
the bounty was paid on production, the farmers obtained as great a 
price for their corn as was necessary to repay them their rent and 
their expenses, and afford them the general rate of profits ; after 
the bounty, they would receive more than that rate, unless the price 
of corn fell by a sum at least equal to the bounty. The effect, then, 
of the tax and bounty would be to raise the price of commodities 
in a degree equal to the tax levied on them, and to lower the price 
of corn by a sum equal to the bounty paid. It will be observed, 
too, that no permanent alteration could be made in the distribution 
of capital between agriculture and manufactures, because, as there 
would be no alteration either in the amount of capital or popu aton, 
there would be precisely the same demand for bread and manufac- 
tures. The profits of the farmer would be no higher than the 
general level after the fall in the price of corn; nor would the 
profits of the manufacturer be lower after the rise of manufactured 
goods; the bounty, then, would not occasion any more capital to 
N 
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be employed on the land in the production of corn, nor any less in 
the manufacture of goods. But how would the interest of the 
landlord be affected? On the same principles that a tax on raw 
produce would lower the corn rent of land, leaving the money rent 
unaltered, a bounty on production, which is directly the contrary 
- of a tax, would raise corn rent, leaving the money rent unaltered.* 
With the same money rent the landlord would have a greater price 
to pay for his manufactured goods, and a less price for his corn; he 
would probably, therefore, be neither richer nor poorer. 

Now, whether such a measure would have any operation on the 
wages of labour, would depend on the question, whether the labourer, 
in purchasing commodities, would pay as much towards the tax as 
he would receive from the effects of the bounty, in the low price 
of his food. If these two quantities were equal, wages would con- 
tinue unaltered; but if the commodities taxed were not those 
consumed by the labourer, his wages would fall, and his employer 
would be benefited by the difference. But this is no real advantage 
to his employer; it would indeed operate to increase the rate of his 
pronto as every fall of wages must do; but in proportion as the 
abourer contributed less to the fund from which the bounty was 
paid, and which, let it be remembered, must be raised, his employer 
must contribute more; in other words, he would contribute as much 
to the tax by his expenditure as he would receive in the effects of 
the bounty and the higher rate of profits together. He obtains a 
higher rate of profits to requite him for his payment, not only of his 
own quota of the tax, but of his labourer's also; the remuneration 
which he receives for his labourer's quota appears in diminished 
wages, or, which is the same thing, in increased profits ; the remune- 
ration for his own appears in the diminution in the price of the corn 
which he consumes, arising from the bounty. 

Here it will be proper to remark the different effects produced 
on profits from an alteration in the real labour, or natural value 
of corn, and an alteration in the relative value of corn, from 
taxation and from bounties. If corn is lowered in price by an 
alteration in its labour price, not only will the rate of the profits 
of stock be altered, but the condition of the capitalist will be 
improved. With greater profits, he will have no more to pay for 
the objects on which those profits are expended; which does 
not happen, as we have just scen, when the fall is occasioned 
artificially by a bounty. In the real fall in the value of corn, 
arising from less labour being required to produce one of the most 
important objects of man’s consumption, labour is rendered more 
productive. With the same capital the same labour is employed, 
and an increase of productions is the result ; not only then will the 
rate of profits be increased, but the condition of him who obtains 
them will be improved ; not only will each capitalist have a greater 
money revenue, if he employs the same money capital, but also 


* See p. 92. 
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when that money is expended, it will procure him a greater sum of 
commodities; his enjoyments will be augmented. In the case of 
the bounty, to balance the AED d which he derives from the fall 
of one commodity, he has the disadvantage of paying a price more 
than proportionally high for another; he receives an increased rate 
of profits in order to enable him to pay this higher price; so that 
his real situation, though not deteriorated, is in no way improved: 
though he gets a higher rate of profite, he has no greater command 
of the produce of the land and labour of the country. When the 
fall in the value of corn is brought about by natural causes, it is 
not counteracted by the rise of other commodities ; on the contrary, 
they fall from the raw material falling from which they are made: 
but when the fall in corn is occasioned by artificial means, it is 
always counteracted by a real rise in the value of some other com- 
modity, so that if corn be bought cheaper, other commodities are 
bought dearer. 

This, then, is a further proof that no particular disadvantage 
arises from taxes on necessaries, on account of their raising wages 
- and lowering the rate of profits. Profits are indeed lowered, but 
only to the amount of the labourer's portion of the tax, which must 
at all events be paid either by his employer or by the consumer of 
the produce of the labourer's work. Whether you deduct 50l. per 
annum from the employer's revenue, or add 50/. to the prices of 
the commodities which he consumes, can be of no other consequence 
to him or to the community than as it may equally affect all other 
classes. If it be added to the prices of the commodity, a miser 
may avoid the tax by not consuming ; if it be indirectly deducted 
from every man's revenue, he cannot avoid paying his fair propor- 
tion of the public burthens. 

A bounty on the production of corn, then, would produce no real 
effect on the annual produce of the land and labour of the country, 
although it would make corn relatively cheap, and manufactures 
relatively dear. But suppose now that a contrary measure should 
be adopted, —that a tax should be raised on corn for the purpose of 
affording a fund for à bounty on the production of commodities. 

In such case, it 1s evident that corn would be dear and commo- 
dities cheap; labour would continue at the same price if the labourer 
were as much benefited by the cheapness of commodities as he was 
injured by the dearness of corn; but if he were not, wages would 
rise and profits would fall, while money rent would continue the 
same as before ; profits would fall, because, as we have just explained, 
that would be the mode in which the labourer’s share of the tax 
would be paid by the employers of labour. By the increase of 
wages the labourer would be compensated for the tax which he 
would pay in the increased price of corn; by not expending any 
part of his wages on the manufactured commodities, he would 
receive no part of the bounty ; the bounty would be all received by 
the employers, and the tax would be partly paid by the employed ; 
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a remuneration would be made to the labourers, in the shape of 
wages, for this increased burden laid upon them, and thus the rate 
of profits would be reduced. In this case, too, there would be a 
complicated measure producing no national result whatever. 

In considering this question we have purposely left out of our 
consideration the effect of such a measure on foreign trade; we 
have rather been supposing the case of an insulated country, having 
no commercial connexion with other countries. We have seen 
that, as the demand of the country for corn and commodities would 
be the same, whatever direction the bounty might take, there would 
be no temptation to remove capital from one employment to another; 
but this would no longer be the case if there were foreign commerce, 
and that commerce were free. By altering the relative value of 
commodities and corn, by producing so powerful an effect on their 
natural prices, we should be applying a strong stimulus to the ex- 
portation of those commodities whose natural prices were lowered, 
and an equal stimulus to the importation of those commodities 
whose natural prices were raised, and thus such a financial measure 
might entirely alter the natural distribution of employments, to the 
advantage indeed of the foreign countries, but ruinously to that in 
which so absurd a policy was adopted. 
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CHAPTER XXIV. 


DOCTRINE OF ADAM SMITH CONCERNING THE RENT 
OF LAND. 


“ SUCH iio only of the produce of land,” says Adam Smith, “can 
commonly be brought to market, of which the ordinary price is 
sufficient to replace the stock which must be employed in bringing 
them thither, together with its ordinary profits. If the ordinary 
price is more than this, the surplus part of it will naturally go to 
the rent of land. Jf it is not more, though the commodity can be 
brought to market, tt can afford no rent to the landlord. hether 
the price is, or is not more, depends upon the demand.” 

This passage would nat lead the reader to conclude that 
its author could not have mision the nature of rent, and that he 
must have seen that the quality of land which the exigencies of 
society might require to be taken into cultivation, would depend on 
“the ordinary price of its produce,” whether 1t were “ sufficient to 
replace the stock, which must be employed in cultivating it, together 
with its ordinary profits.” 

But he had adopted the notion that “there were some parts of 
the produce of land for which the demand must always be such as 
to afford a greater price than what is sufficient to bring them to 
market ;” and he considered food as one of those parts. 

He says, that “land, in almost any situation, produces a greater 
quantity of food than what is sufficient to maintain all the labour 
necessary for bringing it to market, in the most liberal way in 
which that labour is ever maintained. The surplus, too, is always 
more than sufficient to replace the stock which employed that 
labour, together with its profits. Something, therefore, always 
remains for a rent to the landlord.” 

But what proof does he give of this ?—no other than the asser- 
tion that “ the most desert moors in Norway and Scotland produce 
some sort of pasture for cattle, of which the milk and the increase 
are always more than sufficient, not only to maintain all the labour 
necessary for tending them, and to pay the ordinary profit to the 
farmer, or owner of the herd or flock, but to afford some small rent 
to the landlord.” Now, of this I may be permitted to entertain a 
doubt; I believe that as yet in every country, from the rudest to 
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the most refined, there is land of such a quality that it cannot 
yield a produce more than sufficiently valuable to replace the stock 
employed upon it, together with the profits ordinary and usual in 
that country. In America we all know that this is the case, and 
yet no one maintains that the principles which regulate rent, are 
different in that country and in Europe. But if it were true that 
England had so far advanced in cultivation, that at this time there 
were no lands remaining which did not afford a rent, it would be 
equally true, that there formerly must have been such lands; and 
that whether there be or not, is of no importance to this question, 
for it is the same thing if there be any capital employed in Great 
Britain on land which yields only the return of stock with its 
ordinary profits, whether it be employed on old or on new land. 
If a farmer agrees for land on a lease of seven or fourteen years, 
he may propose to employ on it a capital of 10,000/., knowing that 
at the existing price of grain and raw produce, he can replace that 
part of his stock which he is obliged to expend, pay his rent, and 
obtain the general rate of profit. He will not employ 11,000/., 
unless the last 1000/. can be employed so productively as to afford 
him the usual profits of stock. his calculation, whether he shall 
employ it or not, he considers only whether the price of raw pro- 
duce is sufficient to replace his expenses and profits, for he knows 
that he shall have no additional rent to pay. Even at the expira- 
tion of his lease his rent will not be raised; for if his landlord 
should require rent, because this additional 1000/7. was employed, 
he would withdraw it; since, by employing it, he gets, by the su 
did only the ordinary and usual profits which he may obtain 

y any other employment of stock ; and, therefore, he cannot afford 
to pay rent for it, unless the price of raw produce should further 
rise, or, which is the same thing, unless the usual and general rate 
of profits should fall. 

f the comprehensive mind of Adam Smith had been directed to 
this fact, he would not have maintained that rent forms one of the 
component parts of the price of raw produce; for price is every 
where regulated by the return obtained by this last portion of 
capital, for which no rent whateveris paid. If he had adverted to 
this principle, he would have made no distinction between the law 
which regulates the rent of mines and the rent of land. 

* Whether a coal mine, for example," he says, “ can afford any 
rent, depends partly upon its fertility, and partly upon ite situation. 
A mine of any kind may be said to be either fertile or barren, 
according as the quantity of mineral which can be brought from it 
by a certain quantity of labour, is greater or less than what can be 
brought by an equal quantity from the greater part of other mines 
of the same kind. Some coal mines, advantageously situated, 
cannot be wrought on account of their barrenness. The produce 
does not pay the expense. ‘They can afford neither profit nor rent. 
There are some, of which the produce is barely sufficient to pay the 
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labour, and replace, together with its ordinary profits, the stock 
employed in working them. "They afford some profit to the under- 
taker of the work, but no rent to thelandlord. They can be wrought 
advantageously by nobody but the landlord, who being himself the 
undertaker of the work, gets the ordinary profit of the capital which 
he employs in it. Many coal mines in Scotland are wrought in this 
manner, and can be wrought in no other. The landlord will allow 
nobody else to work them without paying some rent, and nobody 
can afford to pay any. 

* Other coal minesin the same country, sufficiently fertile, cannot 
be wrought on account of their situation. A quantity of mineral 
sufficient to defray the expense of working, could be brought from 
the mine by the ordinary, or even less than the ordinary quantity of 
labour; but in an inland country, thinly inhabited, and without 
either good roads or water-carriage, this quantity could not be sold.” 
The whole principle of rent is here admirably and perspicuously 
explained, but every word is as applicable to land as it is to mines; 
yet he affirms that “it is otherwise in estates above ground. The 
proportion, both of their produce and of their rent, is in proportion 
to their absolute, and not to their relative fertility.” But, suppose 
that there were no land which did not afford a rent; then, the 
amount of rent on the worst land would be in proportion to the 
excess of the value of the produce above the expenditure of capital 
and the ordinary profits of stock : the same principle would govern 
the rent of land of a somewhat better quality, or more favourably 
situated, and, therefore, the rent of this land would exceed the rent 
of that inferior to it, by the superior advantages which it possessed ; 
the same might be said of that of the third quality, and so on to the 
very best. Is it not, then, as certain, that it is the relative fertilit 
of the land, which determines the portion of the produce, which sh 
be paid for the rent of land, as it is that the relative fertility of 
mines determines the portion of their produce, which shall be paid 
for the rent of mines ? 

After Adam Smith has declared that there are some mines which 
can only be worked by the owners, as they will afford only sufficient 
to defray the expense of working, together with the ordinary profits 
of the capital employed, we should expect that he would admit that 
it was these particular mines which regulated the price of the pro- 
duce from all mines. If the old mines are insufficient to supply the 
quantity of coal required, the price of coal will rise, and will continue 
rising till the owner of a new and inferior mine finds that he can 
obtain the usual profits of stock by working his mine. If his mine 
be tolerably fertile, the rise will not be great before it becomes his 
interest so to employ his capital; but if it be not tolerably fertile, 
it is evident that the price must continue to rise till it will afford 
him the means of paying his expenses, and obtaining the ordinary 
profits of stock. It appears, then, that it is always the least fertile 
mine which regulates the price of coal. Adam Smith, however, is 
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of a different opinion : he observes, that * the most fertile coal mine, 
too, regulates the price of coals at all the other mines in its neigh- 
bourhood. Both the proprietor and the undertaker of the work find, 
the one that he can get a greater rent, the other, that he can get a 
greater profit, by somewhat underselling all their neighbours. Their 
neighbours are soon obliged to sell at the same price, though they 
cannot so well afford it, and though it always diminishes, and some- 
times takes away altogether, both their rent and their profit. Some 
works are abandoned altogether; others can afford no rent, and can 
be wrought only by the proprietor.” If the demand for coal should 
be diminished, or if by new processes the quantity should be in- 
creased, the price would fall, and some mines would be abandoned ; 
but in every case, the price must be sufficient to pay the expenses 
and profit of that mine which is worked without being charged 
with rent. It is, therefore, the least fertile mine which regulates 
pnee Indeed, it is so stated in another place by Adam Smith 

imself, for he says, * The lowest price at which coals can be sold 
for any considerable time, is like that of all other commodities, the 
price which is barely sufficient to replace, together with its ordinary 
profits, the stock which must be employed in bringing them to 
market. At a coal mine for which the landlord can get no rent, 
but which he must either work himself, or let it alone all altogether, 
the price of coals must generally be nearly about this price." 

But the same circumstance, namely, the abundance and conse- 
quent cheapness of coals, from whatever cause it may arise, which 
would make it necessary to abandon those mines on which there 
was no rent, or a very moderate one, would, if there were the same 
abundance and consequent cheapness of raw produce, render it 
necessary to abandon the cultivation of those lands for which either 
no rent was paid, or a very moderate one. If, for example, potatoes 
should become the general and common food of the people, as rice 
is in some countries, one-fourth, or one-half of the land now in 
cultivation would probably be immediately abandoned; for if, as 
Adam Smith says, * an acre of potatoes will produce six thousand 
weight of solid nourishment, three times the quantity produced by 
the acre of wheat," there could not be for a considerable time such 
a multiplication of people as to consume the quantity that might be 
raised on the land before employed for the cultivation of wheat; 
much land would consequently be abandoned, and rent would fall ; 
and it would not be till the population had been doubled or trebled, 
that the same quantity of land could be in cultivation, and the rent 
paid for it as high as before. 

Neither would any greater proportion of the gross produce be 

aid to the landlord, whether it consisted of [oo which would 
feed three hundred people, or of wheat, which would feed only one 
hundred; because, though the expenses of production would be 
very much diminished if the labourer's wages were chiefly regulated 
by the price of potatoes, and not by the price of wheat, and though, 
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therefore, the proportion of the whole gross produce, after paying 
the labourers, would be greatly increased, yet no part of that 
additional proportion would go to rent, but the whole invariably to 
profits,—profits being at all times raised as wages fall, and lowered 
as wages rise. Whether wheat or potatoes were cultivated, rent 
would be governed by the same principle, —it would be always equal 
to the difference between the quantities of produce obtained with 
equal capitals, either on the same land, or on land of different 
qualities; and, therefore, while lands of the same quality were 
cultivated, and there was no alteration in their relative fertility or 
advantages, rent would always bear the same proportion to the 
gross produce. 

Adam Smith, however, maintains that the proportion which falls 
to the landlord would be increased by a diminished cost of pro- 
duction, and, therefore, that he would receive a larger share as well 
as a larger quantity, from an abundant than from a scanty produce. 
“ A rice field,” he says, “ produces a much greater quantity of food 
than the most fertile corn field. Two crops in the year, from thirty 
to sixty bushels each, are said to be the ordinary produce of an 
acre. Though its cultivation, therefore, requires more labour, a 
much greater surplus remains after maintaining all that labour. 
In those rice countries, therefore, where rice is the common and 
favourite vegetable food of the people, and where the cultivators 
are chiefly maintained with it, a greater share of this greater surplus 
should belong to the landlord than in corn countries.” 

Mr Buchanan also remarks that “ it is quite clear, that if any 
other produce, which the land yielded more abundantly than 
corn, were to become the common food of the people, the rent 
of the landlord would be improved in proportion to its greater 
abundance.” 

If potatoes were to become the common food of the people, there 
would be a long interval during which the landlords would suffer 
an enormous deduction of rent. They would not probably receive 
nearly so much of the sustenance of man as they now receive, while 
that sustenance would fall to a third of its present value. But all 
manufactured commodities, on which a part of the landlord’s rent is 
expended, would suffer no other fall than that which proceeded 
from the fall in the raw material of which they were made, and 
which would arise only from the greater fertility of the land, which 
might then be devoted to its production. 

Vhen, from the progress of population, land of the same quality 
as before should be taken into cultivation, the landlord would have 
not only the same proportion of the produce as before, but that 
proportion would also be of the same value as before. Rent, then, 
would be the same as before; profits, however, would be much 
higher, because the price of food, and consequently wages, would 
be much lower. High profits are favourable to the accumulation 
of capital. The demand for labour would further increase, and 
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landlords would be permanently benefited by the increased demand 
for land. 

Indeed, the very same lands might be cultivated much higher 
when such an abundance of food could be produced from them, 
and, consequently, they would, in the progress of society, admit of 
much higher rents, and would sustain a much greater population 
than before. This could not fail to be highly beneficial to land- 
lords, and is consistent with the principle which this inquiry, I 
think, will not fail to establish—that all extraordinary profits are 
in their nature but of limited duration, as the whole surplus produce 
of the soil, after deducting from it only such moderate profits as are 
sufficient to encourage accumulation, must finally rest with the 
landlord. 

With so low a price of labour as such an abundant produce 
would cause, not only would the lands already in cultivation yield 
a much greater quantity of produce, but they would admit of a 
great additional capital being employed on them, and a greater 
value to be drawn from them, and, at the same time, lands of a 
very inferior quality could be cultivated with high profits, to the 
great advantage of landlords, as well as to the whole class of con- 
sumers. The machine which produced the most important article 
of consumption would be improved, and would be well paid for 
according as its services were demanded. All the advantages 
would, in the first instance, be enjoyed by labourers, capitalists, 
and consumers; but, with the progress of population, they would 
be gradually transferred to the proprietors of the soil. 

Independently of these improvements, in which the community 
have an immediate and the landlords a remote interest, the interest 
of the landlord is always opposed to that of the consumer and 
manufacturer. Corn can be permanently at an advanced price only 
because additional labour is necessary to produce it; because its 
cost of production is increased. The same cause invariably raises 
rent, it 18 therefore for the interest of the landlord that the cost 
attending the production of corn should be increased. This, how- 
ever, is not the interest of the consumer ; to him it is desirable that 
corn should be low relatively to money and commodities, for it is 
always with commodities or money that corn is purchased. Neither 
is it the interest of the manufacturer that corn should be at a high 
price, for the high price of corn will occasion high wages, but will 
not raise the price of his commodity. Not only, then, muat more 
of his commodity, or, which comes to the same thing, the value of 
more of his commodity, be given in exchange for the corn which he 
himself consumes, but more must be given, or the value of more, 
for wages to his workmen, for which he will receive no remuneration. 
All classes, therefore, except the landlords, will be injured by the 
increase in the price of corn. The dealings between the landlord 
and the public are not like dealings in trade, whereby both the 
scher and buyer may equally be said to gain, but the loss is wholly 
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on one side, and the gain wholly on the other; and if corn could 
by importation be procured cheaper, the loss in consequence of not 
importing is far greater on one side than the gain is on the other. 

Adam Sinith never makes any distinction between a low value 
of money and a high value of corn, and therefore infers, that the 
interest of the landlord is not opposed to that of the rest of the 
community. In the first case, money is low relatively to all com- 
modities; in the other, corn is high relatively to all. In the first, 
corn and commodities continue at the same relative values; in the 
second, corn is higher relatively to commodities as well as money. 

The following observation of Adam Smith is applicable to a low 
value of money, but it is totally inapplicable to a high value of corn. 
* [f importation (of corn) was at all times free, our farmers and 
country gentlemen would probably, one year with another, get less 
money for their corn than they do at present when importation is 
at most times in effect prohibited ; but the money which they got 
would be of more value, would buy more goods of all other kinds, 
and would employ more labour. Their real wealth, their real 
revenue, therefore, would be the same as at present, though it might 
be expressed by a smaller quantity of silver; and they would neither 
be disabled nor discouraged from cultivating corn as much as they 
do at present. On the contrary, as the rise in the real value of 
silver, in consequence of lowering the money price of corn, lowers 
somewhat the money price of all other commodities, it gives the 
industry of the country where it takes place some advantage in all 
foreign markets, and thereby tends to encourage and increase that 
industry. But the extent of the home market for corn must be in 
proportion to the general industry of the country where it grows, 
or to the number of those who produce something else to give in 
exchange for corn. Dut in every country the home market, as it 
is the nearest and most convenient, so is it likewise the greatest 
and most important market for corn. That rise in the real value 
of silver, therefore, which is the effect of lowering the average money 
price of corn, tends to enlarge the greatest and most important 
market for corn, and thereby to encourage instead of discouraging 
its growth." 

A high or low money price of corn, arising from the abundance 
and cheapness of gold and silver, is of no importance to the land- 
lord, as every sort of produce would be equally affected, just as 
Adam Smith describes ; but a relatively high price of corn is at all 
times greatly beneficial to the landlord ; m first, it gives him a 
greater quantity of corn for rent ; and, secondly, for every equal 
measure of corn he will have a command, not only over a greater 
quantity of money, but over a greater quantity of every commodity 
which money can purchasc. 
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CHAPTER XXV. 


ON COLONIAL TRADE. 


ADAM SMITH, in his observations on colonial trade, has shown 
most satisfactorily the advantages of a free trade, and the injustice 
suffered by colonies, in being prevented by their mother countries 
from selling their produce at the dearest market, and buying their 
manufactures and stores at the cheapest. He has shown, that by 

ermitting every country freely to exchange the produce of its 
industry when and where it pleases, the best distribution of the 
labour of the world will be effected, and the greatest abundance of 
the necessaries and enjoymenta of human life will be secured. 

He has attempted also to show that this freedom of commerce, 
which undoubtedly promotes the interest of the whole, promotes 
also that of each particular country; and that the narrow policy 
adopted in the countries of Europe respecting their colonies 1s not 
less injurious to the mother countries themselves than to the colonies 
whose interests are sacrificed. 

“ The monopoly of the colony trade,” he says, “ like all the other 
mean and malignant expedients of the mercantile system, depresses 
the industry of all other countries, but chiefly that of the colonies, 
without in the least increasing, but, on the contrary, diminishing 
that of the country in whose favour it is established." 

This part of his subject, however, is not treated in so clear and 
convincing a manner as that in which he shows the injustice of this 
system towards the colony. 

It may, I think, be doubted whether a mother country may not 
sometimes be benefited by the restraints to which she subjecta her 
colonial possessions. Who can doubt, for example, that if England 
were the colony of France, the latter country would be benefited 
by a heavy bounty paid by England on the exportation of corn, 
cloth, or any other commodities? In examining the question of 
bounties, on the supposition of corn being at 4/. per quarter in this 
country, we saw, that with a bounty of 10s. per quarter on expor- 
tation in England, corn would have been reduced to 3/. 10s. in 
France. Now, if corn had previously been at 34. 15s. per quarter 
in France, the French consumers would have been benefited by 5s. 
per quarter on all imported corn; if the natural price of corn in 
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France were before 4l., they would have gained the whole bounty 
of 10s. per quarter. France would thus be benefited by the loss 
sustained by England: she would not gain a part only of what 
England lost, but the whole. 

It may, however, be said that a bounty on exportation is a 
measure of internal policy, and could not easily be imposed by the 
mother country. 

If it would suit the interests of Jamaica and Holland to make 
an exchange of the commodities which they respectively produce, 
without the intervention of England, it is quite certain that, b 
their being prevented from so doing, the interests of Holland and 
Jamaica would suffer; but if Jamaica is obliged to send her goods 
to England, and there exchange them for Dutch goods, an English 
capital, or English agency, will be employed in a trade in which 1t 
would not otherwise be engaged. It is allured thither by a bounty, 
not paid by England, but by Holland and Jamaica. 

That the loss sustained through a disadvantageous distribution 
of labour in two countries may be beneficial to one of them, while 
the other is made to suffer more than the loss actually belongin 
to such a distribution, has been stated by Adam Smith himself; 
which, if true, will at once prove that a measure which may be 
greatly hurtful to a colony may be partially beneficial to the mother 
country. 

Speaking of treaties of commerce, he says, * When a nation binds 
itself by treaty, either to permit the entry of certain goods from 
one foreign country which it prohibits from all others, or to exempt 
the goods of one country from duties to which it subjects those of all 
others, the country, or atleast the merchants and manufacturers of 
the country, whose commerce is so favoured, must necessarily derive 
great advantage from the treaty. Those merchants and manufac- 
turers enjoy a sort of monopoly in the country which is so indulgent 
to them. That country becomes a market both more extensive 
and more advantageous for their goods; more extensive, because 
the goods of other nations, being either excluded or subjected to 
heavier duties, it takes off a greater quantity of them ; more advan- 
tageous, because the merchants of the favoured country, enjoying 
a sort of monopoly there, will often sell their goods for a better 
price than if exposed to the free competition of all other nations." 

Let the two nations between which the commercial treaty is 
made be the mother country and her colony, and Adam Smith, it 
is evident, admits that a mother country may be benefited by 
oppressing her colony. It may, However be again remarked, that 
unless the monopoly of the foreign market be in the hands of an 
exclusive company, no more will be paid for commodities by foreign 

urchasers than D home purchasers; the price which they will 
oth pay will not differ greatly from their natural price in the 
country where they are produced. England, for example, will, 
under ordinary circumstances, always be able to buy French goods 
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at the natural price of those goods in France, and France would 
have an equal privilege of buying English goods at their natural 
price in England. But at these prices goods would be bought 
without a treaty. Of what advantage or disadvantage, then, is the 
treaty to either party ? 

The disadvantage of the treaty to the importing country would 
be this: it would bind her to purchase a commodity, from England 
for example, at the natural price of that commodity in England, 
when she might perhaps have bought it at the much lower natural 
price of some other country. It occasions then a disadvantageous 
distribution of the general capital, which falls chiefly on the country 
bound by its treaty to buy in the least productive market; but it 
gives no advantage to the seller on account of any supposed mono- 
poly, for he is prevented by the competition of his own country- 
men from selling his goods above their natural price; at which he 
would sell them, whether he exported them to France, Spain, or 
the West Indies, or sold them for home consumption. 

In what, then, does the advantage of the stipula ton in the treaty 
consist? It consists in this: these particular goods could not have 
been made in England for exportation, but for the privilege which 
she alone had of serving this particular market; for the competition 
of that country, where the natural price was lower, would have de- 
prived her of all chance of selling those commodities. This, how- 
ever, would have been of little importance, if England were quite 
secure that she could sell to the same amount any other goods which 
she might fabricate, either in the French market, or with equal 
advantage in any other. The object which England has in view, 
is, for example, to buy a quantity of French wines of the value of 
9000/7. — she desires, then, to sell goods somewhere by which she may 
get 5000/. for this purpose. If France gives her a monopoly of the 
cloth market, she will readily export cloth for this purpose; but if 
the trade is free, the competition of other countries may prevent the 
natural price of cloth in England from being sufficiently low to 
enable her to get 50007. by the sale of cloth, and to obtain the usual 
prone by such an employment of her stock. The industry of 
“ngland must be employed, then, on some other commodity ; but 
there may be none of her productions which, at the existing value 
of money, she can afford to sell at the natural price of other coun- 
tries. What is the consequence? The wine drinkers of England 
are still willing to give 5000/7. for their wine, and consequently 
5000/. in money is exported to France for that purpose. by this 
exportation of money, its value is raised in England, and lowered in 
other countries; and with it the natural price of all commodities 
produced by British industry is also lowered. The advance in the 
value of money is the same thing as the decline in the price of 
commodities. To obtain 50001, British commodities may now be 
exported; for at their reduced natural price they may now enter 
into competition with the goods of other countries. More goods 
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are sold, however, at the low prices to obtain the 50007. required, 
which, when obtained, will not procure the same quantity of wine ; 
because, whilst the diminution of money in England has lowered 
the natural price of goods there, the increase of money in France 
has raised the natural price of goods and wine in France. Less 
wine, then, will be imported into England, in exchange for its 
commodities, when the trade is perfectly free, than when she is 
peculiarly favoured by commercial treaties. The rate of profits, 
however, will not have varied; money will have altered in relative 
value in the two countries, and the advantage gained by France will 
be the obtaining a greater quantity of Enslish, in exchange for a 
given quantity of French, goods, while the loss sustained by n 
land will consist in obtaining a smaller quantity of French goods 
in exchange for a given quantity of those of England. 

Foreign trade, then, whether fettered, encouraged, or free, will 
always continue, whatever may be the comparative difficulty of 
production in different countries; but it can only be regulated by 
altering the natural price, not the natural value, at which commo- 
dities can be produced in those countries, and that is effected by 
altering the distribution of the precious metals. This explanation 
confirms the opinion which I have elsewhere given, that there is not 
a tax, a bounty, or a prohibition, on the importation or exportation 
of commodities, which does not occasion a different distribution of 
the precious metals, and which does not, therefore, everywhere alter 
both the natural and the market price of commodities. 

It is evident, then, that the trade with a colony may be so regu- 
lated, that it shall at the same time be less beneficial to the colony, 
and more beneficial to the motheg country, than a perfectly free 
trade. Asit is disadvantageous to a single consumer to be restricted 
in his dealings to one particular shop, so is it disadvantageous for a 
nation of consumers to be obliged to purchase of one particular 
country. Ifthe shop or the country afforded the goods required 
the cheapest, they would be secure of selling them without any 
such exclusive privilege; and if they did not sell cheaper, the 
general interest would require that they should not be encouraged 
to continue a trade which they could not carry on at an equal ad- 
vantage with others. The shop, or the selling country, might lose 
by the change of employments, but the general benefit is never so 
fully secured, as by the most productive distribution of the general 
capital ; that is to say, by a universally free trade. 

An increase in the cost of production of a commodity, if it be an 
article of the first necessity, will not necessarily diminish its con- 
sumption; for although the general power of the purchasers to 
consume is diminished by the rise of any one commodity, yet they 
may relinquish the consumption of some other commodity whose cost 
of pu has not risen. In that case, the quantity supplied, 
and the quantity demanded, will be the same as before; the cost of 
production only will have increased, and yet the price will rise, 
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and must rise, to place the profits of the producer of the enhanced 
commodity on a level with the profits derived from other trades. 

M. Say acknowledges that the cost of production is the founda- 
tion of price, and yet in various parts of his book he maintains that 

rice is regulated by the proportion which demand bears to supply. 

he real and ultimate regulator of the relative value of any two 
commodities, is the cost of their production, and not the respective 
quantities which may be produced, nor the competition amongst 
the purchasers. 

According to Adam Smith, the colony trade, by being one in 
which British capital only can be employed, has raised the rate of 
profits of all other trades; and as, in his opinion, high profits, as 
well as high wages, raise the prices of commodities, the monopoly 
of the colony trade has been, he thinks, injurious to the mother 
country; as it has diminished her power of selling manufactured 
commodities as cheap as other countries. He says, that “in con- 
sequence of the monopoly, the increase of the colony trade has not 
so much occasioned an addition to the trade which Great Britain 
had before, as a total change in its direction. Secondly, this 
monopoly has necessarily contributed to keep up the rate of profit 
in all the different branches of British trade, higher than it natu- 
rally would have been, had all nations been allowed a free trade 
to the British colonies.” But whatever raises in any country the 
.rdinary rate of profit higher than it otherwise would be, necessarily 
subjects that country both to an absolute, and to a relative disad- 
vantage in every branch of trade of which she has not the monopoly. 
It subjects her to an absolute disadvantage, because in such branches 
of trade, her merchants cannot get this greater profit without selling 
dearer than they otherwise would do, both the goods of foreign 
countries which they import into their own, and the goods of their 
own country which they export to foreign countries. "Their own 
country must both buy dearer and sell dearer; must both buy less 
and sell less ; must both enjoy less and produce less than she other- 
wise would do." 

* Our merchants frequently complain of the high wages of British 
labour as the cause of their manufactures being underaold in foreign 
markets; but they are silent about the high profits of stock. They 
complain of the extravagant gain of other people, but they say 
nothing of their own. The high profits of British stock, however, 
may contribute towards raising the price of British manufacture in 
many cases as much, and in some perhaps more, than the high 
wages of British labour." 

l allow that the monopoly of the colony trade will change, and 
often prejudicially, the direction of capital; but from what I have 
already said on the subject of profits, it will be seen that any 
change from one foreign trade to another, or from home to foreign 
trade, cannot, in my opinion, affect the rate of profits. The injury 
suffered will be what I have just described ; there will be a worse 
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distribution of the general capital and industry, and, therefore, less 
will be produced. "The natural price of commodities will be raised, 
and therefore, though the consumer will be able to purchase to the 
same money value, he will obtain a less quantity of commodities. 
It will be seen, too, that if it even had the effect of raising profits, 
it would not occasion the least alteration in prices; prices being 
regulated neither by wages nor profits. 

And does not Adam Smith agree in this opinion, when he says, 
that * the prices of commodities, or the value of gold and silver as 
compared with commodities, depends upon the proportion between 
the quantity of labour which is necessary in order to bring a certain 
quantity of gold and silver to market, and that which is necessary 
to bring thither a certain quantity of any other sort of goods?" 
That quantity will not be affected, whether profits be high or low, 
or wages low or high. How then can prices be raised by high 
profite ? 
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CHAPTER XXVI. 


ON GROSS AND NET REVENUE. 


ADAM SMITH constantly magnifies the advantages which a country 
derives from a large gross, rather than a large net income. “In 
proportion as a greater share of the capital of a country is employed 
In agriculture," he says, “the greater will be the quantity of pro- 
ductive labour which it puts into motion within the country; as 
will likewise be the value which its employment adds to the annual 
produce of the land and labour of the society. After agriculture, 
the capital employed in manufactures puts into motion the greatest 
quantity of productive labour, and adds the greatest value to the 
annual produce. That which is employed in the trade of exportation 
has the least effect of any of the three.” * 

Granting, for a moment, that this were true; what would be the 
advantage resulting to a country from the employment of a great 
quantity of productive labour, if, whether it employed that quantity 
or a smaller, its net rent and profits together would be the same. 
_ The whole produce of the land and labour of every country is divided 

into three portions: of these, one portion is devoted to wages, 
another to profits, and the other to rent. It is from the two last 
portions only, that any deductions can be made for taxes, or for 
savings ; the former, if moderate, constituting always the necessary 
expenses of production.] To an individual with a capital of 20,000/., 
whose profits were 20007. per annum, it would be a matter quite 
indifferent whether his capital would employ a hundred or a thousand 
men, whether the commodity produced, sold for 10,000/. or for 
20,000/., provided, in all cases, his profits were not diminished below 
2000.2. ts not the real interest of the nation similar? Provided 


* M. Say is ofthe same opinion with Adam Smith : ** The most productive employ- 
ment of capital, for the country in general, after that on the land, is that of manufac- 
tures and of home trade ; because it puts in activity an industry of which the profits 
are gained in the country, while those capitals which are employed in foreign commerce, 
make the industry and lands of all countries to be productive, without distinction. 

“The employment of capital the least favourable to a nation, is that of carrying 
the produce of one foreign country to another."— Say, vol. ii. p. 120. 

T Perhaps this is expressed too strongly, as more is generally allotted to the labourer 
under the name of wages, than the absolutely necessary expenses of production. In 
that case a part of the net produce of the country is received by the labourer, and may 
be saved or expended by him ; or it may enable him to contribute to the defence of 
the country. 
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its net real income, its rent and profits be the same, it is of no im- 

rtance whether the nation consists of ten or of twelve millions of 
inhabitants. Its power of supporting fleets and armies, and all 
species of unproductive labour, must be in proportion to its net, and 
not in proportion to its gross, income. If five millions of men could 
produce as much food and clothing as was necessary for ten 
millions, food and clothing for five millions would be the net revenue. 
Would it be of any advantage to the country, that to produce this 
same net revenue, seven millions of men should be required, that is 
to say, that seven millions should be employed to produce food and 
clothing sufficient for twelve millions? The food and clothing of 
five millions would be still the net revenue. The employing a 
greater number of men would enable us neither to add a man to our 
army and navy, nor to contribute one guinea more in taxes. 

It is not on the grounds of any supposed advantage accruing from 
a large population, or of the happiness that may be enjoyed by a 
greater number of human beings, that Adam Smith supports the 
preference of that employment of capital, which gives motion to the 
greatest quantity of industry, but expressly on the ground of its 
increasing the power of the country,* for he says; that “the riches, 
and, so far as power depends upon riches, the power of every country 
must always bein proportion to the value of its annual produce, 
the fund from which all taxes must ultimately be paid." ja must, 
however, be obvious, that the power of paying taxes, is in proportion 
to the net, and not in proportion to the gross, revenue. 

In the distribution of employments amongst all countries, the 
capital of poorer nations will be naturally employed in those pursuits, 
wherein a great quantity of labour is supported at home, because 
in such countries the food and necessaries for an increasing popula- 
tion can be most easily procured. In rich countries, on the contrary, 
where food is dear, capital will naturally flow, when trade is free, 
into those occupations wherein the least quantity of labour is 
required to be maintained at home : such as the carrying trade, the 
distant foreign trade, and trades where expensive machinery is 
required ; to trades where profits are in proportion to the capital, 
and not in proportion to the quantity of labour employed.T 

Although I admit, that, from the nature of rent, a given capital 
employed in agriculture, on any but the land last cultivated, puts 
in motion a greater quantity of labour than an equal capital 


* M. Say has totally misunderstood me in supposing that I have considered as 
nothing the happiness of so many human beings. I think the text sufficiently shows 
that : was confining my remarks to the particular grounds on which Adam Smith had 
rested it. 

t “It is fortunate that the natural course of things draws capital, not to those 
employments where the greatest profits are made, but to those where the operation is 
most profitable to the community.”—Vol. ii. p. 122. M. Say has not told us what 
those employments are, which, while they are the most profitable to the individual, 
are not the most profitable to the State. If countries with limited capitals, but with 
abundance of fertile land, do not early engage in foreign trade, the reason is, because 
it is less profitable to individuals, and therefore also less vrofitable to the State. 
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employed in.manufactures and trade, yet I cannot admit that there 
is any difference in the quantity of labour employed by a capital 
engaged in the home trade, and an equal capital engaged in the 
foreign trade. 

“ The capital which sends Scotch manufactures to London, and 
brings back English corn and manufactures to Edinburgh," says 
Adam Smith, “necessarily replaces, by every such operation, two 
British capitals which had both been employed in the agriculture or 
manufactures of Great Britain. 

*'The capital employed in purchasing foreign goods for home 
consumption, when this purchase is made with the produce of 
domestic industry, replaces, too, by every such operation, two dis- 
tinct capitals; but one of them only is employed in supporting 
domestic industry. The capital which sends British goods to 
Portugal, and brings back Portuguese goods to Great Britain, 
A een bY, every such operation, only one British capital, the 
other is a Portuguese one. Though the returns, therefore, of the 
foreign trade of consumption should be as quick as the home trade, 
the capital employed in it will give but one half the encouragement 
to the industry or productive labour of the country.” 

This argument appears to me to be fallacious; for though two 
capitals, one Portuguese and one English, be employed, as Dr 
Smith supposes, still a capital will be employed in the foreign 
trade, double of what would. be employed in the home trade. 
Suppose that Scotland employs a capital of a thousand pounds in 
making linen, which she exchanges for the produce of a similar 
capital employed in making silks in England, two thousand pounds, 
and a proportional quantity of labour will be employed by the two 
countries. Suppose now, that England discovers, that she can 
import more linen from Germany, for the silks which she before 
exported to Scotland, and that Scotland discovers that she can 
obtain more silks from France in return for her linen, than she before 
obtained from England,—will not England and Scotland immedi- 
ately cease trading with each other, and will not the home trade 
of consumption be changed for a foreign trade of consumption ? 
But although two additional capitals will enter into this trade, the 
capital of Germany and that of France, will not the same amount of 
Scotch and of English capital continue to be employed, and will it 
not give motion to the same quantity of industry as when it was 
engaged in the home trade ? 
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CHAPTER XXVII. 


ON CURRENCY AND BANKS. 


So much has already been written on currency, that of those who 

ive their attention to such subjects, none but the prejudiced are 
ignorant of its true principles. I shall, therefore, take only a brief 
aa of some of the general laws which regulate its quantity and 
value. 

Gold and silver, like all other commodities, are valuable only in 
poron to the quantity of labour necessary to produce them, and 

ring them to market. Gold is about fifteen times dearer than 
silver, not because there is a greater demand for it, nor because the 
supply of silver is fifteen times greater than that of gold, but solely 
because fifteen times the quantity of labour is necessary to procure 
a given quantity of it. 

The quantity of money that can be employed in a country must 
depend on its value : if gold alone were employed for the circula- 
tion of commodities, a quantity would be required, one fifteenth 
only of what would be necessary, if silver were made use of for the 
same purpose. 

A circulation can never be so abundant as to overflow ; for by 
diminishing its value, in the same proportion you will increase its 
quantity, and by increasing its value, diminish its quantity. 

While the State coins money, and charges no seignorage, money 
will be of the same value as any other piece of the same metal of 
equal weight and fineness; but if the State charges a eee 
for coinage, the coined piece of money will generally exceed the 
value of the uncoined piece of metal by the whole seignorage 
charged, because it will require a greater quantity of labour, or, 
which is the same thing, the value of the produce of a greater 
quantity of labour, to procure it. 

While the State alone coins, there can be no limit to this charge 
of seignorage ; for by limiting the quantity of coin, it can be raised 
to any conceivable value. 

It is on thisprinciple that paper money circulates: the whole charge 
for paper money may be considered as seignorage. Though it has 
no intrinsic value, yet, by limiting its quantity, its value in exchange 
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is as great as an equal denomination of coin, or of bullion in that 
coin. On the same principle, too, namely, by a limitation of its 
quantity, a debased coin would circulate at the value it should bear. 
if it were of the legal weight and fineness, and not at the value of 
the quantity of metal which it actually contained. In the history 
of the British coinage, we find, accordingly, that the currency was 
never depreciated in the same proportion that it was debased ; the 
reason of which was, that it never was increased in quantity, in 
proportion to its diminished intrinsic value.* 

here is no point more important in issuing paper money than to 
be fully impressed with the effects which follow from the principle 
of limitation of quantity. It will scarcely be believed fifty years 
hence, that bank directors and ministers gravely contended in our 
times, both in Parliament and before committees of Parliament, that 
the issues of notes by the Bank of England, unchecked by any 
power in the holders of such notes to demand in exchange either 
specie or bullion, had not, nor could have, any effect on the prices 
of commodities, bullion, or foreign exchanges. 

After the establishment of banks, the State has not the sole 
power of coining or issuing money. The currency may as effec- 
tually be increased by paper as by coin ; so that if a State were to 
debase its money, and limit its quantity, it could not support its 
value, because the banks would have an equal power of adding to 
the whole quantity of circulation. 

On these principles, it will be seen that it is not necessary that 
paper money should be payable in specie to secure its value ; it is 
only necessary that its quantity should be regulated according to 
the value of the metal which is declared to be the standard. If 
the standard were gold of a given weight and fineness, paper might 
be increased with every fall in the value of gold, or, which is the 
same thing in its effects, with every rise in the price of goods. 

“ By issuing too great a quantity of paper,” says Dr Smith, “ of 
which the excess was continually returning in order to be exchanged 
for gold and silver, the Bank of England was, for many years 
together, obliged to coin gold to the extent of between eight 
hundred thousand pounds and a million a year, or, at an average, 
about eight hundred and fifty thousand pounds. For this great 
coinage, the Bank, in consequence of the worn and degraded state 
into which the gold coin had fallen a few years ago, was frequently 
obliged to purchase bullion at the high price of four pounds an 
ounce, which it soon after issued in coin at 3/. 17s. 104d. an ounce, 
losing in this manner between two and a half and three per cent. 
upon the coinage of so very large a sum. Though the bank, there- 
fore, paid no seignorage, though the Government was properly at 
the expense of the coinage, this liberality of Government did not 
prevent altogether the expense of the Bank.” 


* Whatever I say of gold coin, is equally applicable to silver coin; but it is not 
necessary to mention both on every occasion. 
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On the principle above stated, it appears to me most clear, that 
by not re-issuing the paper thus brought in, the value of the whole 
currency, of the degraded as well as the new gold coin, would have 
been raised, when all demands on the Bank would have ceased. 

Mr Buchanan, however, is not of this opinion, for he says * that 
the great expense to which the Bank was at this time exposed was 
occasioned, not as Dr Smith seems to imagine, by an imprudent 
issue of paper, but by the debased state of the currency, and the 
consequent high price of bullion. The Bank, it will be observed, 
having no other way of procuring guineas but by sending bullion 
to the Mint to be coined, was always forced to issue new coined 
guineas, in exchange for its returned notes; and when the currency 
was generally deficient in weight, and the price of bullion high in 
proportion, it became profitable to draw these heavy guineas from 
the Bank in exchange for its paper; to convert them into bullion, 
and to sell them with a profit for Bank paper, to be again returned 
to the Bank for a new supply of guineas, which were again melted 
and sold. To this drain of specie the Bank must always be exposed 
while the currency is deficient in weight, as both an easy and a 
certain profit then arises from the constant interchange of paper for 
specie. It may be remarked, however, that to whatever incon- 
venience and expense the Bank was then exposed by the drain of 
its specie, it never was imagined necessary to rescind the obligation 
to pay money for its notes.” 

Buchanan evidently thinks that the whole seats must 
necessarily be brought down to the level of the value of the debased 
pieces ; but surely, by a diminution of the quantity of the currency, 
the whole that remains can be elevated to the value of the best 
pieces. 

Dr Smith EL to have forgotten his own principle in his 
argument on colony currency. Instead of ascribing the deprecia- 
tion of that paper to its too great abundance, he asks whether, 
allowing the colony security to be perfectly good, a hundred pounds, 
pee fifteen years hence, would be equally valuable with a 

undred pounds to be paid immediately? I answer yes, if it be 
not too abundant. 

Experience, however, shows that neither a State nor a Bank ever 
have had the unrestricted power of issuing paper money without 
abusing that power: in all States, therefore, the issue of paper 
money ought to be under some check and control; and none seems 
so proper for that purpose as that of subjecting the issuers of paper 
money to the obligation of paying their notes either in gold coin or 

on. 

[“ To secure the public* against any other variations in the value 
of currency than those to which the standard itself is subject, and, 

* This, and the following paragraphs, to the close of the bracket, p. 218, 1s extracted 


from a pamphlet entitled “ Proposals for an Economical and Secure Currency,” pub- 
lished by the author in the year 1816. 
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at the same time, to carry on the circulation with a medium the 
least expensive, is to attain the most perfect state to which a cur- 
rency can be brought, and we should possess all these advantages 
by subjecting the Bank to the delivery of uncoined gold or silver 
at the Mint standard and price, in exchange for their notes, instead 
of the delivery of guineas; by which means paper would never fall 
below the value of bullion without being followed by a reduction 
of its quantity. To prevent the rise of paper above the value of 
bullion, the Bank should be also obliged to give their paper in ex- 
change for standard gold at the price of 34. 178. per ounce. Not 
to give too much trouble to the Bank, the quantity of gold to be 
demanded in exchange for paper at the Mint price of 3l. 17s. 103d., 
or the quantity to be sold to the Bank at 3/. 17s., should never 
be less than twenty ounces. In other words, the Bank should be 
obliged to purchase any quantity of gold that was offered them, 
not less than twenty ounces, at 3l. 178.* per ounce, and to sell 
any quantity that might be demanded at 34. 17s. 103d. While 
they have the power of regulating the quantity of their paper, there 
is no possible inconvenience that could result to them from such a 
regulation. 

“The most perfect liberty should be given, at the same time, to 
export or import every description of bullion. These transactions 
in bullion would be very few in number, if the Dank regulated their 
loans and issues of paper by the criterion which I have so often 
mentioned, namely, the price of standard bullion, without attending 
to the absolute quantity of paper in circulation. 

* The object which I have in view would be in a great measure 
attained, if the Dank were obliged to deliver uncoined bullion, in 
exchange for their notes, at the Mint price and standard, though 
they were not under the necessity of purchasing any quantity of 
bullion offered them at the prices to be fixed, particularly if the 
Mint were to continue open to the public for the coinage of money; 
for that regulation is merely suggested to prevent the value of 
money from varying from the value of bullion more than the trifling 
difference between the prices at which the Bank should buy and 
sell, and which would be an approximation to that uniformity in its 
value, which is acknowledged to be so desirable. 

“Tf the Bank capriciously limited the quantity of their paper, 
they would raise its value, and gold might appear to fall below the 
limits at which I propose the Bank should purchase. Gold, in that 
case, might be carried to the Mint, and the money returned from 
thence, being added to the circulation, would have the efiect of 


* The price of 3/. 17s. here mentioned is of course an arbitrary price. ‘There might 
be good reason, perhaps, for fixing it either a little above ora little below. In naming 
3l. 178., I wish only to elucidate the principle. The price ought to be so fixed as to 
make it the interest of the seller of gold rather to sell it to the Bank than to carry it 
to the Mint to be coined. 

The same remark applies to the specified quantity of twenty ounces. There might 
be good reason for making it ten or thirty. 
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lowering its value, and making it again conform to the standard ; 
but it would neither be done so safely, so economically, nor so 
expeditiously as by the means which I have proposed, against which 
` the Bank can have no objection to offer, as it is for their interest to 
furnish the circulation with paper rather than oblige others to 
furnish it with coin. 

* Under such a system, and with a currency so regulated, the 
Bank would never be liable to any embarrassments whatever, 
excepting on those extraordinary occasions when a general panic 
seizes the country, and when every one is desirous of possessing 
the precious metals as the most convenient mode of realizing or 
concealing his property. Against such panics Banks have no 
security on any system; from their very nature they are subject to 
them, as at no time can there be in a Dank; or in a country, so much 
specie or bullion as the monied individuals of such country have 
a right to demand. Should every man withdraw his balance from 
his banker on the same day, many times the quantity of Dank 
notes now in circulation would be insufficient to answer such a 
demand. A panic of this kind was the cause of the crisis in 1797; 
and not, as has been supposed, the large advances which the Dank 
had then made to Government. Neither the Bank nor Government 
were at that time to blame; it was the contagion of the unfounded 
fears of the timid part of the community which occasioned the run 
on the Dank, and it would equally have taken place if they had not 
made any advances to Government, and had possessed twice their 
rige capital. If the Bank had continued paying in cash, pro- 

ably the panic would have subsided before their coin had been 
exhausted. 

* With the known opinion of the Bank directors as to the rule 
for issuing paper money, they may be said to have exercised their 
Ene without any great indiscretion. It is evident that they 

ave followed their own principle with extreme caution. In the 
present state of the law, they have the power, without any control 
whatever, of increasing or reducing the circulation in any degree 
they may think proper; a power which should neither be intrusted 
to the State itself, nor to anybody in it, as there can be no security 
for the uniformity in the value of the currency, when its augmen- 
tation or diminution depends solely on the will of the issuers. 
That the Dank have the power of reducing the circulation to the 
very narrowest limits, will not be denied, even by those who agree 
in opinion with the directors, that they have not the power of 
adding indefinitely to its quantity. Though I am fully assured, 
that it is both against the interest and the wish of the Bank to 
exercise this power to the detriment of the public, yet, when I 
contemplate the evil consequences which might ensue from a sudden 
aud great reduction of the cireulation, as well as from a grent 
addition to it, I cannot but deprecate the facility with which the 
State has armed the Bank with &o formidable a prerogative. 
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*'The inconvenience to which country banks were subjected 
before the restriction on cash payments, must at times have been 
very great. At all periods of alarm, or of expected alarm, they must 
have been under the necessity of providing themselves with guineas, 
that they might be prepared for every exigency which might occur. 
Guineas, on these occasions, were obtained at the Bank in exchange 
for the larger notes, and were conveyed by some confidential agent, 
at expense and risk, to the country bank. After performing the 
offices to which they were destined, they found their way again to 
London, and in all probability were again lodged in the Bank, 
provided they had not suffered such a loss of weight as to reduce 
them below the legal standard. 

* If the plan now proposed of paying Bank notes in bullion be 
adopted, it would be necessary either to extend the same privilege 
to country banks, or to make Dank notes a legal tender, in which 
latter case there would be no alteration in the law respecting 
country banks, as they would be required, precisely as they now 
are, to pay their notes when demanded in Dank of England notes. 

“The saving which would take place from not submitting the 
guineas to the loss of weight from the friction which they must 
undergo in their repeated journeys, as well as of the expenses of 
conveyance, would be considerable; but by far the greatest advan- 
tage would result from the permanent supply of the country as well 
as of the London circulation, as far as the smaller payments are 
concerned, being provided in the very cheap medium, paper, instead 
of the very valuable medium, gold ; herby enabling the country 
to derive all the profit which may be obtained by the productive 
employment of a capital to that amount. We should surely not be 
justified in rejecting so decided a benefit unless some specific incon- 
venience could be pointed out as likely to follow from adopting the 
cheaper an | 

A currency is in its most perfect state when it consists wholly of 
paper money, but of paper money of an equal value with the gold 
which it professes to represent. The use of paper instead of gold 
substitutes the cheapest in place of the most expensive medium, 
and enables the country, without loss to any individual, to exchange 
all the gold which it before used for this purpose for raw a A 
utensils, and food; by the use of which, both its wealth and its 
enjoyments are increased. 

In a national point of view, it is of no importance whether the 
issuers of this well regulated paper money be the Government or a 
Bank, it will, on the whole, be equally productive of riches whether 
it be issued by one or by the other; but it is not so with respect to 
the interest of individuals. In a country where the market rate of 
interest js 7 per cent., and where the State requires for a particular 
d RA 70,0002. per annum, it is a question of importance to the 
individuals of that pepe whether they must be taxed to pay this 
70,000. per annum, or whether they could raise it without taxes. 
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Suppose that a million of money should be required to fit out an 
expedition. If the State issued a million of paper and displaced a 
million of coin, the expedition would be fitted out without any 
charge to the people; but if a Bank issued a million of paper, and 
lent it to Government at 7 per cent., thereby displacing a million 
of coin, the country would be charged with a continual tax of 
70,0007. per annum : the people would pay the tax, the Bank would 
receive it, and the society would in either case be as wealthy 4s 
before; the expedition would have been really fitted out by the 
improvement of our system, by rendering capital of the value of a 
million productive in the form of commodities instead of letting it 
remain unproductive in the form of coin; but the advantage would 
always be in favour of the issuers of paper; and as the State repre- 
sents the people, the people would have saved the tax if they, and 
not the Bank, had issued this million. ; 

I have already observed, that if there were perfect security that 
the power of issuing paper money would not be abused, it would 
be of no importance with respect to the riches of the country collec- 
tively, by whom it was issued; and I have now shown that the 

ublic would have a direct interest that the issuers should be the 
State, and not a company of merchants or bankers. ‘The danger, 
however, is, that this power would be more likely to be abused, if 
in the hands of Government, than if in the hands of a bankin 
company. A company would, it is said, be more under the contro 
of law, and although it might be their interest to extend their issues 
beyond the bounds of discretion, they would be limited and checked 
by the power which individuals would have of calling for bullion or 
specie. It is argued that the same check would not be long re- 
oe if Government had the privilege of issuing money ; that 
they would be too apt to consider present convenience, rather than 
future security, and might, therefore, on the alleged grounds of 
expediency, be too much inclined to remove the checks, by which 
the amount of their issues was controlled. 

Under an arbitrary Government, this objection would have great 
force; but in a free country, with an enlightened legislature, the 
power of issuing paper money, under the requisite checks of con- 
vertibility at the will of the holder, might be safely lodged in the 
hands of commissioners appointed for that special purpose, and they 
might be made totally independent of the control of ministers. 

The sinking fund is managed by commissioners, responsible onl 
to parliament, and the investment of the money entrusted to their 
charge proceeds with the utmost regularity ; what reason can there 
be to doubt that the issues of paper money might be regulated 
with equal fidelity, if placed under similar management ? 

It may be said, that although the advantage accruing to the State, 
and, therefore, to the public, from issuing paper money, is suffi- 
ciently manifest, as it would exchange a portion of the national 
debt, on which interest is paid by the public, into a debt bearing 
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no interest: yet it would be disadvantageous to commerce, as it 
would preclude the merchants from borrowing money, and getting 
oid e discounted, the method in which Bank paper is partly 
issued. 

This, however, is to suppose that money could not be borrowed, 
if the Bank did not lend it, and that the market rate of interest and 
profit depends on the amount of the issues of money, and on the 
channel through which it is issued. But as a country would have 
no deficiency of cloth, of wine, or any other commodity, if they had 
the means of paying for it, in the same manner neither would there 
be any deficiency of money to be lent, if the borrowers offered good 
security, and were willing to pay the market rate of interest for it. 

In another part of this work, I have endeavoured to show, that 
the real value of a commodity is regulated, not by the accidental 
advantages which may be enjoyed by some of its producers, but by 
the real difficulties encountered by that producer who is least 
favoured. It is so with respect to the interest for money; it is not 
regulated by the rate at which the Bank will lend, whether it be 5, 
4, or 3 per cent., but by the rate of profits which can be made by 
the employment of capital, and which is totally independent of the 
quantity, or of the value of money. Whether a Bank lent one 
million, ten million, or a hundred millions, they would not per- 
manently alter the market rate of interest ; they would alter only 
the value of the money which they thus issued. In one case, ten 
or twenty times more money might be required to carry on the 
same business, than what might be required in the other. The 
applications to the Bank for money, then, depend on the comparison 
between the rate of profits that may be made by the employment 
of it, and the rate at which they are willing to lend it. If they 
charge less than the market rate of interest, there is no amount of 
moncy which they might not lend,—if they charge more than that 
rate, none but spendthrifts and prodigals would be found to borrow 
of them. We accordingly find, that when the market rate of 
interest exceeds the rate of 5 per cent. at which the Bank uniformly 
lend, the discount office is besieged with applicants for money ; and, 
on the contrary, when the market rate is even temporarily under 
5 per cent., the clerks of that office have no employment. 

The reason, then, why for the last twenty years the Bank is said 
to have given so much aid to commerce, by assisting the merchants 
with money, is because they have, during that whole period, lent 
money below the market rate of interest ; below that rate at which 
the merchants could have borrowed elsewhere; but I confess that 
to me this seems rather an objection to their establishment than an 
argument in favour of-it. 

What should we say of an establishment which should regularly 
supply half the clothiers with wool under the market price? Of 
what benefit would it be to the community? It would not extend 
our trade, because the wool would equally have been bought 1f they 
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had charged the market price for it. It would not lower the price 
of cloth to the consumer, because the price, as I have said before, 
would be regulated by the cost of its production to those who were 
the least favoured. Its sole effect, then, would be to swell the 
profits of a part of the clothiers beyond the general and common 
rate of profits. The establishment would be deprived of its fair 
profits, and another part of the community would be in the same 
degree benefited. Now, this is precisely the effect of our banking 
establishments ; a rate of interest is fixed by the law below that at 
which it can be borrowed in the market, and at this rate the Bank 
are required to lend, or not to lend at all. From the nature of 
their establishment, they have large funds which they can only 
dispose of in this way; and a part of the traders of the country 
are unfairly, and, for the country, unprofitably benefited, by being 
enabled to supply themselves with an instrument of trade, at a 
less charge than those who must be influenced only by a market 
rice. 

The whole business which the whole community can carry on 
depends on the quantity of its capital, that is, of its raw material, 
machinery, food, vessels, &c., employed in production. After a 
well regulated paper money is established, these can neither be 
increased nor diminished by the operations of banking. If, then, 
the State were to issue the paper money of the country, although 
it should never discount a bill, or lend one shilling to the public, 
there would be no alteration in the amount of trade; for we should 
have the same quantity of raw materials, of machinery, food, and 
ships; and it is probable, too, that the same amount of money 
might be lent, not always at 5 per cent., indeed, a rate fixed by 
law, when that might be under the market rate, but at 6, 7, or 8 
per cent., the result of the fair competition in the market between 
the lenders and the borrowers. | 

Adam Smith speaks of the advantages derived by merchants 
from the superiority of the Scotch mode of affording accommodation 
to trade, over the English mode, by means of cash accounts. 
These cash accounts are credits given by the Scotch banker to his 
customers, in addition to the bills which he discounts for them; 
but, as the banker, in proportion as he advances money and sends 
it into circulation in one way, is debarred from issuing so much in 
the other, it is difficult to perceive in what the advantage consists. 
If the whole circulation will bear only one million of paper, one 
million only will be circulated ; and it can be of no real importance 
either to the banker or merchant, whether the whole be issued in 
discounting bills, or a part be so issued, and the remainder be issued 
by means of these cash accounts. 

It may perhaps be necessary to say a few words on the subject 
of the two metals, gold and silver, which are employed in currency, 
particularly as this question appears to perplex, in many people’s 
minds, the plain and simple principles of currency. “In England,” 
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says Dr Smith, *gold was not considered as a legal tender for a 
long time after it was coined into money. The proportion between 
the values of gold and silver money was not fixed by any public 
law or proclamation, but was left to be settled by the market. If 
a debtor offered payment in gold, the creditor might either reject . 
such payment altogether, or accept of it at such a valuation of the 
gold as he and his debtor could agree upon." 

In this state of things it is evident that a guinea might some- 
times pass for 22s. or more, and sometimes for 18s. or less, depending 
entirely on the alteration in the relative market value of gold and 
silver. All the variations, too, in the value of gold, as well as in 
the value of silver, would be rated in the gold coin,—it would 
appear as if silver was invariable, and as if gold only was subject to 
rise and fall. Thus, although a guinea passed for 22s. instead of 
18s., gold might not have varied in value; the variation might have 
been wholly confined to the silver, and therefore 22s. might have 
been of no more value than 18s. were before. And, on the contrary, 
the whole variation might have been in the gold; a guinea which 
was worth 18s. might have risen to the value of 22s. 

If, now, we suppose this silver currency to be debased by clipping, 
and also increased in quantity, a guinea might pass for 30s. ; for 
the silver in 30s. of such debased money might be of no more value 
than the gold in one guinea. By restoring the silver currency to 
its Mint value, silver money ‘wold rise; but it would appear as if 
gold fell, for a guinea would probably be of no more value than 21 
of such good shillings. 

If now gold be also made a legal tender, and every debtor be at 
liberty to discharge a debt by the payment of 420 shillings, or 
twenty guineas for every 21/. that he owes, he will pay in one or 
the other according as he can most cheaply discharge his debt. If 
with five quarters of wheat he can procure as much gold bullion as 
the Mint will coin into twenty guineas, and for the same wheat as 
much silver bullion as the Mint will coin for him into 430 shillings, 
he will prefer paying in silver, because he would be a gainer of ten 
shillings by so paying his debt. But if, on the contrary, he could 
obtain with this wheat as much gold as would be coined into twenty 
guineas and a half, and as much silver only as would coin into 420 
shillings, he would naturally prefer paying his debt in gold. Ifthe 
quantity of gold which he could procure could be coined only into 
twenty guineas, and the quantity of silver into 420 shillings, it 
would be a matter of perfect indifference to him in which money, 
silver or gold, it was that he paid his debt. It is not, then, a matter 
of chance; it is not because gold is better fitted for carrying on the 
circulation of a rich country, that gold is ever preferred for the pur- 
pose of paying debts, but simply because it is the interest of the 
debtor so to pay them. 

During a long period previous to 1797, the year of the restric- 
tion on the Bank payments in coin, gold was so cheap, compared 
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with silver, that it suited the Bank of England, and all other 
debtors, to purchase gold in the market, and not silver, for the 
purpose of carrying it to the Mint to be coined, as they could in 
that coined metal more cheaply discharge their debts. The silver 
currency was, during a great part of this period, very much debased ; 
but it existed in a degree of scarcity, and therefore, on the principle 
which I have before explained, it never sunk in its current value. 
Though so debased, it was still the interest of debtors to pay in the 

old coin. If, indeed, the quantity of this debased silver coin had 

een enormously great, or if the Mint had issued such debased 
pieces, it might have been the interest of debtors to pay in this 
debased money; but its quantity was limited, and it sustained its 
value, and, therefore, gold was in practice the real standard of 
currency. 

That it was so, is nowhere denied; but it has been contended, 
that it was made so by the law, which declared that silver should 
not be a legal tender for any debt exceeding 25/., unless by weight, 
according to the Mint standard. 

But this law did not prevent any debtor from paying his debt, 
however large its amount, in silver currency fresh from the Mint; 
that the debtor did not pay in this metal was not a matter of chance 
nor a matter of compulsion, but wholly the effect of choice; it did 
not suit him to take silver to the Mint, it did suit him to take gold 
thither. It is probable, that if the quantity of this debased silver 
in circulation had been enormously great, and also a legal tender, 
that a guinea would have been again worth thirty shillings ; but it 
would have been the debased shilling that would have fallen in 
value, and not the guinea that had risen. . 

It appears, then, that whilst each of the two metals was equally 
a legal tender for debts of any amount, we were subject to a con- 
stant change in the principal standard measure of value. It would 
sometimes be gold, sometimes silver, depending entirely on the 
variations in the relative value of the two metals ; and at such times 
the metal, which was not the standard, would be melted and with- 
drawn from circulation, as its value would be greater in bullion 
than in coin. This was an inconvenience which it was highly 
desirable should be remedied ; but so slow is the progress of 
improvement, that although it had been unanswerably demonstrated 
by Mr Locke, and had been noticed by all writers on the subject of 
money since his day, a better system was never adopted till the 
session of Parliament 1816, when it was enacted that gold only 
should be a legal tender for any sum exceeding forty shillings. 

Dr Smith does not appear to have been quite aware of the effect 
of employing two metals as currency, and both a legal tender for 
debts of any amount; for he says, that “in reality, during the 
continuance of any one regulated proportion between the respective 
values of the different metals in coin, the value of the most precious 
metal regulates the value of the whole coin." Because gold was in 
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his day the medium in which it suited debtors to pay their debts, he 
thought that it had some inherent quality by which it did then, and 
always would, regulate the value of silver coin. 

On the reformation of the gold coin in 1774, a new guinea fresh 
from the Mint would exchange for only twenty-one debased shillings; 
but in the reign of King William, when the silver coin was in 
precisely the same condition, a guinea also new and fresh from the 
Mint would exchange for thirty shillings. On this Mr Buchanan 
observes, * here, then, is a most singular fact, of which the common 
theories of currency offer no account; the guinea exchanging at 
one time for thirty shillings, its intrinsic worth in a debased alor 
currency, and afterwards the same guinea exchanged for only 
twenty-one of those debased shillings. It is clear that some great 
change must have intervened in the state of the currency between 
these two different periods, of which Dr Smith's hypothesis offers 
no explanation." 

It appears to me that the difficulty may be very simply solved 
by referring this different state of the value of the guinea at the two 
periods mentioned to the different quantities of debased silver cur- 
rency in circulation. In King William's reign gold was not a legal 
tender; it passed only at a conventional value. All the large 
payments were probably made in silver, particularly as paper 
currency and the operations of banking were then little understood. 
The quantity of this debased silver money exceeded the quantity 
of silver money which would have been maintained in circulation if 
nothing but undebased money had been in use; and, consequently, 
it was depreciated as well as debased. But in the succeeding period, 
when gold was a legal tender, when Bank notes also were used in 
effecting payments, the quantity of debased silver money did not 
exceed the quantity of silver coin fresh from the mint which would 
have circulated if there had been no debascd silver money ; hence, 
though the money was debased it was not depreciated. Mr 
Buchanan’s explanation is somewhat different; he thinks that a 
subsidiary currency is not liable to depreciation, but that the main 
currency is. In King William’s reign silver was the main currency, 
and hence was liable to depreciation. In 1774 it was a subsidiary 
currency, and, therefore, maintained its value. Depreciation, how- 
ever, does not depend on a currency being the subsidiary or the 
main currency, it depends wholly on its being in excess of 
quantity.* 

* It has lately been contended in Parliament by Lord Lauderdale, that, with the 
existing Mint regulation, the Bank could not pay their notes in specie, because the 
relative value of the two metals is such, that it would be for the interest of all debtors 
to pay their debts with silver and not with gold coin, while the law gives a power to 
all the creditors of the Bank to demand gold in exchange for Bank notes. This gold, 
his Lordship thinks, could be profitably exported, and if so, he contends that the Bank, 
to keep a supply, will be obliged to buy gold constantly at a premium and sell it at 

ar. If every other debtor could pay in silver, Lord Lauderdale would be right ; but 


e cannot do so if his debt exceed 40s. This, then, would limit the amount of silver 
coin in circulation (if Government had not reserved to itself the power to stop the 
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To a moderate seignorage on the coinage of money there cannot 
be much objection, particularly on that currency which is to effect 
the smaller payments. Money is generally enhanced in value to 
the full amount of the seignorage, aud, therefore, it is a tax which 
in no way affects those Who pay it, while the quantity of money is 
not in excess. It must, however, be remarked, that in a count 
where a paper currency is established, although the issuers of ah 

aper should be liable to pay it in specie on the demand of the 
holder, still, both their notes and the coin might be depreciated to 
the full amount of the seignorage on that coin, which is alone the 
legal tender, before the check, mhich limits the circulation of paper, 
would operate. If the seignorage of gold coin were 5 per cent. for 
ingțance, the currency, by an abundant issue of Bank notes, might 
be really depreciated 5 per cent. before it would be the interest of 
the holders to demand coin for the purpose of melting it into 
bullion; a depreciation to which we should never be exposed, if 
either there was no seignorage on the gold coin; or, if a seignorage 
were allowed, the holders of Bank notes might demand bullion, 
and not coin, in exchange for them, at the Mint price of 3/. 17s. 104d. 
Unless, then, the Bank should be obliged to pay their notes in 
bullion or coin, at the will of the holder, the late law which allows 
a seignorage of 6 per cent., or fourpence per oz., on the silver coin, 
but which directs that gold shall be coined by the Mint without 
any charge whatever, is perhaps the most proper, as it will most 
effectually prevent any unnecessary variation of the currency. 
coinage of that metal whenever they might think it expedient); because if too much 
silver were coined it would sink in relative value to gold, and no man would accept it 
in payment for a debt exceeding 40s., unless a compensation were made for its lower 
value. To pay a debt of 100/., 100 sovereigns, or bank notes to the amount of 1002, 
would be necessary, but 1054 in silver coin might be required, if there were too much 
silver in circulation. There are, then, two checks against an excessive quantity of silver 
coin; first, the direct check which Government may at any time interpose to prevent 
more from being coined; secondly, no motive of interest would lead any one to take 


silver to the Mint, if he might do so, for if it were coined, it would not pass current at 
its Mint but only at its market value. 
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CHAPTER XXVIII. 


ON THE COMPARATIVE VALUE OF GOLD, CORN, AND 
LABOUR IN RICH AND POOR COUNTRIES. n 


* Goxp and silver, like all other commodities,” says Adam Smith, 
* naturally seek the market where the best price is given for them; 
and the best price is commonly given for every thing in the country 
which can best afford it. Labour, it must be remembered, is the 
ultimate price which is paid for every thing; and in countries 
where labour is equally well rewarded, the money price of labour 
will be in proportion to that of the subsistence of the labourer. 
But in and silver will naturally exchange for a greater quantit 
of subsistence in a rich than in a poor country; in a country whic 
abounds with subsistence, than in one which is but indifferently 
Supple with it." 

ut corn is a commodity, as well as gold, silver, and other things; 
if all commodities, therefore, have a high exchangeable value in a 
rich country, corn must not be excepted; and hence we might 
correctly say, that corn exchanged for a great deal of money, because ` 
it was dear, and that money, too, exoladood for & great deal of 
corn, because that also was dear; which is to assert that corn is 
dear and cheap at the same time. No point in political economy 
can be better established, than that a rich country is prevented 
from increasing in population, in the same ratio as a poor country, 
by the progressive difficulty of providing food. That difficulty 
must necessarily raise the relative price of food, and give encourage- 
ment to its importation. How then can money, or gold and silver, 
exchange for more corn in rich, than in poor, countries? It is only 
in rich countries, where corn is dear, that landholders induce the 
legislature to prohibit the importation of corn. Who ever heard 
ofa law to prevent the importation of raw produce in America or 
Poland ?—Nature has effectually precluded its importation by the 
comparative facility of its production in those countries. 

ow, then, can it be true, that “ if you except corn, and such 
other vegetables, as are raised altogether by human industry, all 
other sorts of rude produce—cattle, poultry, game of all kinds, the 
useful fossils and minerals of the earth, &c., naturally grow dearer 
as the society advances." Why should corn and vegetables alone 


ON THE COMPARATIVE VALUE OF GOLD, CORN, AND LABOUR. 227 


be excepted? Dr Smith's error, throughout his whole work, lies 
in supposing that the value of corn is constant; that though the 
value of all other thing smay, the value of corn never can, be raised. 
Corn, according to him, is always of the same value, because it will 
always feed the same number of people. In the same manner, it 
might be said that cloth is always of the same value, because it will 
always make the same number of coats. What can value have to 
do with the power of feeding and clothing ? 

Corn, like every other commodity, has in every country its natural 
price, viz. that price which is necessary to its production, and with- 
out which it could not be cultivated: it is this price which governs 
its market price, and which determines the expediency of exporting 
it to foreign countries. If the importation of corn were prohibited 
in"England, its natural price might rise to 6l. per quarter in Eng- 
land, whilst it was only at half that price in France. If at this 
time, the prohibition of importation were removed, corn would fall 
in the English market, not to a price between 6/. and 3/., but ulti- 
mately and permanently to the natural price of France, the price 
at which it could be furnished to the English market, and afford 
the usual and ordinary profits of stock in France; and it would 
remain at this price, whether England consumed a hundred thou- 
sand, or a million of quarters. 1f the demand of England were 
for the latter quantity, it is probable that, owing to the necessity 
under which France would be, of having recourse to land of a worse 
quality, to furnish this large supply, the natural price would rise 
in France; and this would of course affect also the price of corn 
in England. All that I contend for is, that it is the natural price 
of commodities in the exporting country, which ultimately alee 
the prices at which they shall be sold, 1f they are not the objects of 
monopoly in the importing country. 

But Dr Smith, who has so ably supported the doctrine of the 
natural price of commodities ultimately regulating their market 
price, has supposed a case in which he thinks that the market price 
would not be regulated either by the natural price of the exporting 
or of the importing country. “ Diminish the real opulence either 
of Holland or the territory of Genoa," he says, * while the number 
of their inhabitants remains the same; diminish their power of 
supplying themselves from distant countries, and the price of corn, 
instead of sinking with that diminution in the quantity of their 
silver which must necessarily accompany this declension, either as 
its cause or as its effect, will rise to the price of a famine.” 

To me it appears that the very reverse would take place: the 
diminished power of the Dutch or Genoese to purchase generally, 
might depress the price of corn for a time below its natural pricein 
the country from which it was exported, as well as in the countries 
in which it was imported ; but it is quite impossible that it could 
ever raise it above that price. It is only by increasing the opulence 
of the Dutch or Genoese, that you could increase the demand, and 
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raise the price of corn above its former price; and that would take 
place sa for a very limited time, unless new difficulties should 
arise in obtaining the supply. 

Dr Smith further observes on this subject: * When we are in 
want of necessaries, we must part with all superfluities, of which 
the value, as it rises in times of opulence and prosperity, so it sinks 
in times of poverty and distress." ‘This is undoubtedly true ; but 
he continues, “it is otherwise with necessaries. ‘Their real price, 
the quantity of labour which they can a op or command, rises 
in times of poverty and distress, and sinks in times of opulence and 
prosperity, which are always times of great abundance, for they 
could not otherwise be times of opulence and prosperity. Corn 
is a necessary, silver is only a superfluity.” . 

Two propositions are here advanced, which have no connexion 
with each other; one, that under the circumstances supposed, corn 
would command more labour, which is not disputed ; the other, that 
corn would sell at a higher money price, that it would exchange for 
more silver; this I contend to be erroneous. It might be true, if 
corn were at the same time scarce—if the usual supply had not 
been furnished. But in this case it is abundant; it is not pretended 
that a less quantity than usual is imported, or that more is required. 
To purchase corn, the Dutch or Genoese want money, and to 
obtain this money, they are obliged to sell their superfluities. It 
is the market value and price of these superfluities which falls, and 
money appears to rise as compared with them. But this will not 
tend to increase the demand for corn, nor to lower the value of 
money, the only two causes which can raise the price of corn. 
Money, from a want of credit, and from other causes, may be in 
p demand, and consequently dear, comparatively with corn; 

ut on no just principle can it be maintained, that under such 
circumstances money would be cheap, and therefore, that the price 
of corn would rise. 

When we speak of the high or low value of gold, silver, or any 
other commodity in different countries, we E always mention 
some medium in which we are estimating them, or no idea can be 
attached to the proposition. "Thus, when gold is said to be dearer 
in England than in Spain, if no commodity is mentioned, what 
notion does the assertion convey? If corn, olives, oil, wine, and 
wool, be at a cheaper price in Spain than in England; estimated 
in those commodities, gold is dearer in Spain. If, again, hardware, 
sugar, cloth, &c., be at a lower price in England than in Spain, 
then, estimated in those commodities, gold is dearer in England. 
Thus gold appears dearer or cheaper in Spain, as the fancy of the 
observer may fix on the medium jas which he estimates its value. 
Adam Smith, having stamped corn and labour as a universal 
measure of value, would naturally estimate the comparative value 
of gold by the quantity of those two objects for which it would 
exchange: and, accordingly, when he speaks of the comparative 
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value of gold in two countries, I understand him to mean its value 
He in corn and labour. 

But we have seen that, estimated in corn, gold may be of very 
different value in two countries. I have endeavoured to show that 
it will be low in rich countries and high in poor countries; Adam 
Smith is of a different opinion: he thinks that the value of gold, 
estimated in corn, is highest in rich countries. But without further 
examining which of these opinions is correct, either of them is 
sufficient to show that gold will not necessarily be lower in those 
countries which are in possession of the mines, though this is a 
proposition maintained by Adam Smith. Suppose England to be 
possessed of the mines, and Adam Smith's opinion, that gold is of 
the eres value in rich countries, to be correct: although gold 
would naturally flow from England to all other countries in exchange 
for their goods, it would not follow that gold was necessarily lower 
in England, as compared with corn and labour, than in those 
countries. In another place, however, Adam Smith speaks of the 
precious metals being necessarily lower in Spain and Portugal than 
in other parts of Europe, because those countries happen to be 
almost the exclusive possessors of the mines which produce them. 
* Poland, where the feudal system still continues to take place, is 
at this day as beggarly a country as it was before the discovery of 
America. The money price of corn, however, has risen; THE REAL 
VALUE OF THE PRECIOUS METALS HAS FALLEN in Poland in the 
same manner as in other parts of Europe. Their quantity, there- 
fore, must have increased there as in other places, and nearly in 
the same proportion to the annual produce of the land and labour. 
This increase of the quantity of those metals, however, has not, it 
seems, increased that annual produce; has neither improved the 
manufactures and agriculture of the country, nor mended the 
circumstances of its inhabitants. Spain and Portugal, the coun- 
tries which possess the mincs, are, after Poland, perhaps the two 
most beggarly countries in Europe. The value of the precious 
metals, however, must be lower in Spain and Portugal than in any 
other parts of Europe, loaded not only with a freight and insurance, 
but with the expense of smuggling, their exportation being either 
prohibited or subjected to a duty. Jn proportion to the annual pro- 
duce of the land and labour, therefore, their quantity must be greater 
in those countries than in any other part of Europe: those coun- 
tries, however, are poorer than the greater part of Europe. Though 
the feudal system has been abolished in Spain and Portugal, it has 
not been succeeded by & much better." 

Dr Smith's argument appears to me to be this: Gold, when esti- 
mated in corn, is cheaper in Spain than in other countries, and the 
proof of this is not that corn is given by other countries to Spain for 

old, but that cloth, sugar, hardware, are by those countries given 
1n exchange for that metal. 
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CHAPTER XXIX. 


TAXES PAID BY THE PRODUCER. 


Mons. Say greatly magnifies the inconveniences which result if a 
tax on a manufactured commodity is levied at an early, rather than 
at a late, period of its manufacture. The manufacturers, he observes, 
through whose hands the commodity may successively pass, must 
employ greater funds in consequence of having to advance the tax, 
which is often attended with considerable difficulty to a manufac- 
turer of very limited capital and credit. To this observation no 
objection can be made. 

Another inconvenience on which he dwells is, that in consequence 
of the advance of the tax, the profits on the advance also must be 
charged to the consumer, and that this additional tax is one from 
which the treasury derives no advantage. 

In this latter objection I cannot agree with M. Say. The State, 
we will suppose, wants to raise immediately 10000., and levies it on 
a manufacturer, who will not for a twelvemonth be able to charge 
it to the consumer on his finished commodity. In consequence of 
such delay, he is obliged to charge for his commodity an additional 
price, not only of 1000/., the amount of the tax, but probably of 
1,1002., 1007. being for interest on the 1000/. advanced. But in 
return for this additional 1007. paid by the consumer, he has a real 
benefit, inasmuch as his payment of the tax which Government 
required immediately, and which he must finally pay, has been 
postponed for a year; an opportunity, therefore, has been afforded 
to him of lending to the manufacturer who had occasion for it the 
10007., at 10 per cent., or at any other rate of interest which might 
be agreed upon. Eleven hundred pounds, payable at the end of 
one year, when money is at 10 per cent. interest, is of no more value 
than 1000/. to be paid immediately. If Government delayed re- 
ceiving the tax for one year, till the manufacture of the commodity 
was completed, it would perhaps be obliged to issue an Exchequer 
bill bearing interest, and 1t would pay as much for interest as the . 
consumer would save in price, excepting, indeed, that portion of 
the price which the manufacturer might be enabled, in consequence 
of the tax, to add to his own real gains. If for the interest of the 
Exchequer bill Government would pay 5 per cent., a tax of 50.. is 
saved by not issuing it. If the manufacturer borrowed the addi- 


TAXES PAID BY THE PRODUCER. 231 


tional capital at 5 per cent., and charged the consumer 10 per cent., 
he also will have gained 5 per cent. on his advance, over and above 
his usual profite, so that the manufacturer and Government together 
gain or save precisely the sum which the consumer pays. 

M. Simonde, in his excellent work, De la Richesse Commerciale, 
following the same line of argument as M. Say, has calculated that 
a tax of 4000 francs, paid originally by a manufacturer, whose 
profits were at the moderate rate of 10 per cent., would, if the 
commodity manufactured only passed through the hands of five 
different persons, be raised to the consumer to the sum of 6,734 
francs. "This calculation proceeds on the supposition that he who 
first advanced the tax, would receive from the next manufacturer 
4,400 francs, and he again from the next, 4,840 francs ; so that at 
each step 10 per cent. on its value would be added to it. This is 
to suppose that the value of the tax would be accumulating at 
compound interest ; not at the rate of 10 per cent. per annum, but 
at an absolute rate of 10 per cent. at every step of its progress. 
This opinion of M. de Simonde would be correct, if five years 
elapsed between the first advance of the tax, and the sale of the 
taxed commodity to the consumer ; but if one year only elapsed, a 
remuneration of 400 francs, instead of 2,734, would give a profit at 
the rate of 10 per cent. per annum, to all who had contributed to 
the advance of the tax, whether the commodity had passed through 
the hands of five manufacturers or fifty. 
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CHAPTER XXX. 


ON THE INFLUENCE OF DEMAND AND SUPPLY ON 
PRICES. 


IT is the cost of production which must ultimately regulate the 
price of commodities, and not, as has been often said, the propor- 
tion between the supply and demand: the proportion between 
supply and demand may, indeed, for a time, affect the market 
value of a commodity, until it is supplied in greater or less abun- 
dance, according as the demand may have increased or diminished ; 
but this effect will be only of temporary duration. 

Diminish the cost of production of hate, and their price will 
ultimately fall to their new natural price, although the demand 
should be doubled, trebled, or quadrupled. Diminish the cost of 
subsistence of men, by diminishing the natural price of the food 
and clothing, by which life is sustained, and wages will ultimately 
fall, notwithstanding that the demand for labourers may very 
greatly increase. 

The opinion that the price of commodities depends solely on the 
proportion of supply to demand, or demand to supply, has become 
almost an axiom ın political economy, and has been the source of 
much error in that science. It is this opinion which has made Mr 
Buchanan maintain that wages are not influenced by a rise or fall 
in the price of provisions, but solely by the demand and supply of 
labour; and that a tax on the wages of labour would not raise 
wages, because it would not alter the proportion of the demand of 
labourers to the supply. 

The demand for a commodity cannot be said to increase, if no 
additional quantity of it be e or consumed ; and yet, under 
such circumstances, its money value may rise. Thus, if the value 
of money were to fall, the price of every commodity would rise, for 
each of the competitors would be willing to spend more money than 
before on its purchase ; but though its price rose 10 or 20 per cent., 
if no more were bought than before: it would not, I apprehend, be 
admissible to say, that the variation in the price of the commodity 
was caused by the increased demand for it. Its natural price, its 
money cost of production, would be really altered by the altered 
value of money ; and without any increase of demand, the price of 
the commodity would be naturally adjusted to that new value. 
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* We have seen," says M. Say, “that the cost of production 
determines the lowest price to which things can fall: the price 
below which they cannot remain for any length of time, because 
Coe would then be either entirely stopped or diminished.” 

ol. ii. p. 26. 

He perverts says, that the demand for gold having increased in 
a still greater proportion than the supply, since the discovery of the 
mines, * its pe in goods, instead of falling in the proportion of 
ten to one, fell only in the proportion of four to one ;" that is to say, 
instead of falling in proportion as its natural price had fallen, fell 
in proportion as the supply exceeded the demand.*—“ The value of 
every commodity rises always in a direct ratio to the demand, and in 
an inverse ratio to the supply." 

The same opinion is expressed by the Earl of Lauderdale. 

* With respect to the variations in value, of which every thing 
valuable is susceptible, if we could for a moment suppose that any 
substance possessed intrinsic and fixed value, so as to render an 
assumed quantity of it constantly, under all circumstances, of an 
equal value, then the degree of value of all things, ascertained by 
such a fixed standard, would vary according to the proportion 
betwixt the quantity of them and the demand for them, and every 
commodity would, of course, be subject to a variation in its value, 
from four different circumstances : 

1. “It would be subject to an increase of its value, from a diminu- 
tion of its quantity. 

2. “To a diminution of its value, from an augmentation of its 
quantity. 

3. “It might suffer an augmentation in its value, from the cir- 
cumstance of an increased demand. 

4. “Its value might be diminished by a failure of demand. 

* As it will, however, clearly appear that no commodity can pos- 
sess fixed and intrinsic value, so as to qualify it for a measure of 
the value of other commodities, mankind are induced to select, as 
a practical measure of value, that which appears the least liable to 
any of these four sources of variations, which are the sole causes of 
alteration of value. 

* When, in common language, therefore, we express the value of 
any commodity, it may vary at one period from what it is at 
another, in consequence of eight different contingencies :— 

1. “From the four circumstances above stated, in relation to the 
commodity of which we mean to express the value. 


* If, with the quantity of gold and silver which actually exists, these metals only 
served for the manufacture of utensils and ornaments, they would be abundant, and 
would be much cheaper than they are at present: in other words, in exchanging 
them for any other species of goods, we should be obliged to give proportionally a 
greater quantity of them. But as a large quantity of these metals is used for money, 
and as this portion is used for no other purpose, there remains less to be employed in 
furniture and jewellery ; now this scarcity. adds to their value.— Say, vol. ii. p. 316. 
Sce also note to p. 78. 
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2. “From the same four circumstances, in relation to the com- 
modity we have adopted as a measure of value.” * 

This is true of monopolized commodities, and, indeed, of the 
market price of all other commodities for a limited period. If the 
demand for hats should be doubled, the price would immediately 
rise, but that rise would be only temporary, unless the cost of 
production of hats or their natural price were raised. If the natural 
price of bread should fall 50 per cent. from some great discovery in 
the science of agriculture, the demand would not greatly increase, 
for no man would desire more than would satisfy his wants, and as 
the demand would not increase, neither would the supply; for a 
commodity is not supplied merely because it can be produced, but 
because there is a demand for it. Here, then, we have a case 
where the supply and demand have ecarcely varied, or, if they have 
increased, they have increased in the same proportion ; and yet the 
price of bread will have fallen 50 per cent., at a time, too, when the 
value of money had continued invariable. 

Commodities which are monopolized, either by an individual or 
by a company, vary according to the law which Lord Lauderdale 
has laid down: they fall in proportion as the sellers augment their 
quantity, and rise in proportion to the eagerness of the buyers to 
purchase them; their price has no necessary connexion with their 
natural value: but the prices of commodities which are subject to 
competition, and whose quantity may be increased in any moderate 
degree, will ultimately depend, not on the state of demand and 
supply, but on the increased or diminished cost of their production. 


* An Inquiry into the Nature and Origin of Public Wealth, p. 13. 
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CHAPTER XXXI. 


ON MACHINERY. 


IN the present chapter I shall enter into some inquiry respecting 
the influence of machinery on the interests of the different classes 
of society, a subject of great importance, and one which appears 
never to have been investigated in a manner to lead to any certain 
or satisfactory results. It is more incumbent on me to declare my 
opinion on this question, because they have, on further reflection, 
undergone a considerable change ; and although I am not aware 
that I have ever published anything respecting machinery which it 
is necessary for me to retract, yet Í have in other ways given my 
support to doctrines which I now think erroneous ; it therefore 
becomes a duty in me to submit my present views to examination, 
with my reasons for entertaining them. 

Ever since I first turned my attention to questions of political 
economy, I have been of opinion that such an application of 
wies to any branch of production as should have the effect of 
saving labour, was a general good, accompanied only with that 
portion of inconvenience which in most cases attends the removal 
of capital and labour from one employment to another. It appeared 
to me, that, provided the landlords had the same money rents, they 
would be benefited by the reduction in the prices of some of the 
commodities on which those rents were expended, and which 
reduction of price could not fail to be the consequence of the 
employment of machinery. The capitalist, I thought, was even- 
tually benefited precisely in the same manner. He, indeed, who 
made the discovery of the machine, or who first usefully a ar it, 
would enjoy an additional advantage by making great profits for a 
time ; but, in proportion as the machine came into general use, the 
price of the commodity produced would, from the effects of compe- 
tition, sink to its cost of production, when the capitalist would get 
the same money profits as before, and he would only participate in 
the general advantage, as a consumer, by being enabled, with thesame 
money revenue, to command an additional quantity of comforts and 
enjoyments. The class of labourers also, I thought, was equally bene- 
fited by the use of machinery, as they would have the means of buying 
more commodities with the same money wages, and I thought that 
no reduction of wages would take place, because the capitalist would 
have the power of demanding and employing the same quantity of 
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labour as before, although he might be under the necessity of 
employing it in the production of a new, or, at any rate, of a 
different commodity. If, by improved machinery, with the employ- 
ment of the same quantity of labour, the quantity of stockings could 
be quadrupled, and the demand for stockings were only doubled, 
some labourers would necessarily be discharged from the stocking 
trade; but as the capital which employed them was still in being, 
and as it was the interest of those who had it to employ it produc- 
tively, it appeared to me that it would be employed on the production 
of some other commodity useful to the society, for which there could 
not fail to be a demand; for I was, and am, deeply impressed with 
the truth of the observation of Adam Smith, that * the desire for 
food 1s limited in every man by the narrow capacity of the human 
stomach, but the desire of the conveniences and ornaments of 
building, dress, equipage, and household furniture, seems to have 
no limit or certain boundary." As, then, it appeared to me that 
there would be the same demand for labour as before, and that 
wages would be no lower, I thought that the labouring class would, 
equally with the other classes, participate in the advantage, from 
the general cheapness of commodities arising from the use of 
machinery. 

These were my opinions, and they continue unaltered, as far as 
regards the landlord and the capitalist ; but I am convinced that 
the substitution of machinery for human labour is often very inju- 
rious to the interests of the class of labourers. 

My mistake arose from the supposition, that whenever the net 
income of a society increascd, its gross income would also increase ; 
I now, however, see reason to be satisfied that the one fund, from 
which landlords and capitalists derive their revenue, may increase, 
while the other, that upon which the labouring class mainly depend, 
may diminish, and therefore it follows, if I am right, that the same 
cause which may increase the net revenue of the country may at 
the same time render the population redundant, and deteriorate the 
condition of the labourer. 

A capitalist, we will suppose, employs a capital of the value of 
20,000/., and that he carries on the joint business of a farmer and 
a manufacturer of necessaries. We will further suppose, that 
1000/. of this capital is invested in fixed capital, viz. in buildings, 
implements, &c. &c., and that the remaining 13,0001. is employed 
as circulating capital in the support of labour. Let us suppose, too, 
that profits are 10 per cent., and consequently that the capitalist’s 
capital is every year put into its original state of efficiency, and 
yields a profit of 2000/. 

Each year the capitalist begins his operations by having food and 
necessaries in his possession of the value of 13,0007., all of which 
he sells in the course of the year to his own workmen for that sum 
of money, and, during the same period, he pays them the like 
amount of money for wages: at the end of the year they replace in 
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his possession food and necessaries of the value of 15,000/., 20000. 
of which he consumes himself, or disposes of as may best suit his 
pleasure and gratification. As far as these products are concerned, 
the gross produce for that year is 15,000/., and the net produce 
2000}. Suppose, now, that the following year the captal em- 
ploys half his men in constructing a machine, and the other half in 
producing food and necessaries as usual. During that year he 
would pay the sum of 13,0007. in wages as usual, and would sell 
food and necessaries to the same amount to his workmen ; but what 
would be the case the following year? : 

While the machine wae being made, only one-half of the usual 
quantity of food and necessaries would be obtained, and they would 
be only one-half the value of the quantity which was produced 
before. The machine would be worth 7,5004, and the food and 
necessaries 7,500/., and, therefore, the capital of the capitalist would 
be as great as before; for he would have, besides these two values, 
his fixed capital worth 7000/., making in the whole 20,0007. capital, 
and 2000/. profit. After deducting this latter sum for his own 
expenses, he would have a no greater circulating capital than 
5,500. with which to carry on his subsequent operations; and, 
therefore, his means of employing labour would be reduced in the 
proportion of 13,0002. to 5,500/., and, consequently, all the labour 
which was before employed by 7,5007. would become redundant. 

The reduced quantity of labour which the capitalist can employ, 
must, indeed, with the assistance of the machine, and after deduc- 
tions for its repairs, produce a value equal to 7,500/., it must replace 
the circulating capital with a profit of 20007. on the whole capital; 
but if this be done, if the net income be not diminished, of what 
importance is it to the capitalist, whether the gross income be of 
the value of 3000/., of 10,0004., or of 15,0000. ? 

In this case, then, although the net produce will not be diminished 
in value, although its power of purchasing commodities may be 
greatly increased, the gross produce will have fallen from a value 
of 15,000/. to a value of 7,5007. ; andas the power of supporting a 
population, and employing labour, depends always on the gross 
produce of a nation, and not on its net produce, there will neces- 
sarily be a diminution in the demand for labour, population will 
become redundant, and the situation of the labouring classes will 
be that of distress and poverty. 

As, however, the power of saving from revenue to add to capital, 
must depend on the efficiency of the net revenue, to satisfy the 
wants of the capitalist, it could not fail to follow from the reduction 
in the price of commodities consequent on the introduction of 
machinery, that with the same wants he would have increased 
means of saving—increased facility of transferring revenue into 
capital. But with every increase of capital he would employ more 
labourers; and, therefore, a portion of the people thrown out of 
work in the first instance, would be subsequently employed ; and 
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if the increased production, in consequence of the employment of 
the machine, was so great as to afford, in the shape of net produce, 
as great a quantity of food and necessaries as existed before in the 
form of gross produce, there would be the same ability to employ 
the whole population, and, therefore, there would not necessarily be 
any redundancy of people. 

All I wish to prove is, that the discovery and use of machinery may 
be attended with a diminution of gross produce ; and whenever that 
is the case, it will be injurious to the labouring class, as some of 
their number will be thrown out of employment, and population 
will become redundant, compared with the funds which are to 
employ it. 

he case which I have supposed is the most simple that I could 
select; but it would make no difference in the result, if we supposed 
that the machinery was applied to the trade of any manufacturer,— 
that of a clothier, for example, or of a cotton manufacturer. If, in 
the trade of a clothier, less cloth would be produced after the intro- 
duction of machinery ; for a part of that quantity which is disposed 
of for the purpose of paying a large body of workmen, would not 
be required by their employer. In consequence of using the 
machine, it would be necessary for him to reproduce a value, only 
equal to the value consumed, together with the profits on the whole 
capital. 7,500/. might do this as effectually as 15,0007. did before, 
the case differing in no respect from the former instance. It may 
be said, however, that the demand for cloth would be as great as 
before, and it may be asked from whence would this supply come? 
But by whom would the cloth be demanded? By the farmers and 
the other producers of necessaries, who employed their capitals in 
producing these necessaries as & means of obtaining cloth: they 
gave corn and necessaries to the clothier for cloth, and he bestowed 
them on his workmen for the cloth which their work afforded him. 

This trade would now cease; the clothier would not want the 
food and clothing, having fewer men to employ and having less 
cloth to dispose of. The farmers and others, who only produced 
necessaries as means to an end, could no longer obtain cloth by 
such an application of their capitals, and, therefore, they would 
either themselves employ their capitals in producing cloth, or would 
lend them to others, in order that the commodity really wanted 
might be furnished; and that for which no one had the means of 
paying, or for which there was no demand, might cease to be pro- 

uced. "This, then, leads us to the same result; the demand for 
labour would diminish, and the commodities necessary to the support 
of labour would not be produced in the same abundance. 

If these views be correct, it follows, 1st, That the discovery, and 
useful application of machinery, always leads to the increase of the 
net produce of the country, although it may not, and will not, after 
an inconsiderable interval, increase the value of that net produce. 

2dly, That an increase of the net produce of a country is com- 
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tible with a diminution of the gross produce, and that the motives 
for employing machinery are always sufficient to ensure its employ- 
ment, if it will increase the net produce, although it may, and 
frequently must, diminish both the quantity of the gross produce, 
and its value. 

3dly, That the opinion entertained by the labouring class, that 
the employment of machinery is frequently detrimental to their 
interests, is not founded on prejudice and error, but is conformable 
to the correct principles of political economy. 

4thly, That 1f the improved means of production, in consequence 
of the use of machinery, should increase the net produce of a country 
in a degree so great as not to diminish the gross apr. (I mean 
always quantity of commodities, and not value), then the situation 
of all classes will be improved. The landlord and capitalist will 
benefit, not by an increase of rent and profit, but by the advantages 
resulting from the expenditure of the same rent, and profit on com- 
modities, very considerably reduced in value, while the situation of 
the labouring classes will also be considerably improved; 1st, from 
the increased demand fer menial servants ; 2dly, from the stimulus 
to savings from revenue, which such an abundant net produce will 
afford; and, 3dly, from the low price of all articles of consumption 
on which their wages will be expended. 


Independently of the consideration of the discovery and use of 
machinery, to which our attention has been just directed, the 
labouring class have no small interest in the manner in which the ` 
net income of the country is expended, although it should, in all 
cases, be expended for the gratification and enjoyments of those 
who are fairly entitled to it. 

If a landlord, or a capitalist, expends his revenue in the manner 
of an ancient baron, in the support of a great number of retainers, 
or menial servants, he will give employment to much more labour, 
than if he expended it on fine clothes, or costly furniture; on 
carriages, on horses, or in the purchase of any other luxuries. 

In both cases the net revenue would be the same, and so would 
be the gross revenue, but the former would be realised in different 
commodities. If my revenue were 10,000/., the same quantity 
rab Ae productive labour would be employed, whether I realised 
it in fine clothes and costly furniture, &c., &c.,or in a quantity of food 
and clothing of the same value. If, however, I realised my revenue 
in the first set of commodities, no more labour would be consequently 
employed :—I should enjoy my furniture and my clothes, and there 
would be an end of them ; but if I realised my revenue in food and 
clothing, and my desire was to employ menial servants, all those 
whom I could so employ with my revenue of 10,000/., or with the 
food and clothing which it would purchase, would be to be added 
to the former demand for labourers, and this addition would take 
place only because I chose this mode of expending my revenue. 
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As the labourers, then, are interested in the demand for labour, 
they must naturally desire that as much of the revenue as possible 
should be diverted from expenditure on luxuries, to be expended 
in the support of menialservants.  . | 

In the same manner, a country engaged in war, and which is 
under the necessity of maintaining large fleets and armies, employs 
a great many more men than will be employed when the war 
terminates, and the annual expenses which it brings with it, cease. 

If I were not called upon for a tax of 5007. during the war, and 
which is expended on men in the situations of soldiers and sailors, 
I might probably expend that portion of my income on furniture, 
clothes, books, &c., &c., and whether it was expended in the one 
way or in the other, there would be the same quantity of labour 
employed in production; for the food and clothing of the soldier 
and sailor would require the same amount of industry to produce it 
as the more luxurious commodities ; but in the case of the war, 
there would be the additional demand for men as soldiers and 
sailors; and, consequently, a war which is supported out of the 
revenue, and not from the capital of a country, 18 favourable to the 
increase of population. 

At the termination of the war, when part of my revenue reverts 
to me, and is employed as before in the purchase of wine, furniture, 
or other luxuries, the population which it before supported, and 
which the war called into existence, will become redundant, and by 
its effect on the rest of the population, and its competition with it 
for employment, will sink the value of wages, and very materially 
deteriorate the condition of the labouring classes. 

There is one other case that should be noticed of the possibility 
of an increase in the amount of the net revenue of a country, and 
even of its gross revenue, with a diminution of demand for labour, 
and that is, when the labour of horses is substituted for that of man. 
If I employed one hundred men on my farm, and if I found that 
the food bestowed on fifty of those men, could be diverted to the 
support of horses, and afford me a greater return of raw produce, 
after allowing for the interest of the capital which the purchase of 
the horses would absorb, it would be advantageous to me to 
substitute the horses for the men, and I should accordingly do so ; 
but this would not be for the interest of the men, and unless the 
income I obtained was so much increased as to enable me to employ 
the men as well as the horses, it is evident that the population 
would become redundant, and the labourer's condition would sink 
in the general scale. It is evident he could not, under any circum- 
stances, be employed in agriculture ; but if the produce of the land 
were increased by the substitution of horses for men, he might be 
employed in manufactures, or as a menial servant. 

The statements which I have made will not, I hope, lead to the 
inference that machinery should not be encouraged. To elucidate 
the principle, I have been supposing, that improved machinery is 
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suddenly discovered, and extensively used ; but the truth is, that 
these discoveries are gradual, and rather operate in determining the 
employment of the capital which is saved and accumulated, than in 
diverting capital from its actual employment. 

With every increase of capital and population, food will generally 
rise, on account of its being more difficult to produce. The con- 
sequence of a rise of food will be a rise of wages, and every rise of 
wages will have a tendency to determine the saved capital in a 
Pera proportion than before to the employment of machinery. 

achinery and labour are in constant competition, and the former 
can frequently not be employed until labour rises. 

In America and many other countries, where the food of man is 
easily provided, there is not nearly such pr temptation to employ 
machinery as in England, where food is high, and costs much labour 
for its production. The same cause that raises labour does not 
raise the value of machines, and, therefore, with every augmenta- 
tion of capital, a greater proportion of it is employed on machinery. 
The demand for labour will continue to increase with an increase 
of capital, but not in proportion to its increase; the ratio will 
necessarily be a diminishing ratio.* ; 

I have before observed, too, that the increase of net incomes, 
estimated in commodities, which is always the consequence of im- 
proven machinery, will lead to new savings and accumulations. 

hese savings, it must be remembered, are annual, and must soon 
create a fund much greater than the gross revenue originally lost 
by the discovery of the machine, when the demand for labour will 
be as great as before, and the situation of the pe will be still 
further improved by the increased savings which the increased net 
revenue will still enable them to make. 

The employment of machinery could never be safely discouraged 
in a State, for if a capital is not allowed to get the greatest net 
revenue that the use of machinery will afford here, it will be carried 


* “The demand for labour depends on the increasing of circulating, and not of 
fixed capital. Were it true that the proportion between these two sorts of capital is 
the same at all times, and in all countries, then, indeed, it follows that the number of 
labourers employed is in proportion to the wealth of the State. But such a position 
has not the semblance of probability. As arts are cultivated, and civilization is ex- 
tended, fixed capital bears a larger and larger proportion to circulating capital. The 
amount of fixed capital employed in the production of a piece of British muslin is at 
least a hundred, probably a thousand times greater than that employed in the produc- 
tion of a similar piece of Indian muslin. And the proportion of circulating capital 
employed is a hundred or a thousand times less. It is easy to conceive that, under 
certain circumstances, the whole of the annual savings of an industrious people might 
be added to fixed capital, in which case they would have no effect in increasing the 
demand for labour.”—Barton, “ On the Condition of the Labouring Classes of Society,” 
page 16. 

It is not easy, I think, to conceive that, under any circumstances, an increase of 
capital should not be followed by an increased demand for labour; the most that can 
be said is, that the demand will be in a diminishing ratio. Mr Barton, in the above 
publication, has, I think, taken a correct view of some of the effects of an increasing 
amount of fixed capital on the condition of the labouring classes. His Essay contains 
much valuable information. 
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abroad, and this must be a much more serious discouragement to 
the demand for labour than the most extensive employment of 
machinery ; for while a capital is employed in this country it must 
, create a demand for some labour; machinery cannot be worked 
without the assistance of men, it cannot be made but with the con- 
tribution of their labour. By investing part of a capital in improved 
machinery, there will be a diminution in the progressive demand 
for labour; by exporting it to another country, the demand will 
be wholly annihilated. 

The prices of commodities, too, are regulated by their cost of pro- 
duction. By employing improved machinery, the cost of produc- 
tion of commodities is reduced, and, consequently, you can afford 
to sell them in foreign markets at a cheaper pnce. If, however, 
you were to reject the use of machinery, while all other countries 
encouraged it, you would be obliged to export your money, in ex- 
c e for foreign goods, till you sunk the natural prices of your 
goods to the prices of other countries. In making your exchanges 
with those countries, you might give a commodity which cost two 
days' labour here for à commodity which cost one abroad, and this 
disadvantageous exchange would be the consequence of your own 
act, for the commodity which you export, and which cost you two 
days’ labour, would have cost you only one if you had not rejected 
the use of machinery, the services of which your neighbours had 
more wisely appropriated to themselves. 
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CHAPTER XXXII. 


MR MALTHUS'S OPINIONS ON RENT. 


ALTHOUGH the nature of rent has in the former pages of this work 
been treated on at some length, yet I consider myself bound to 
notice some opinions on the subject which appear to me erroneous, 
and which are the more important as they are found in the writings 
of one to whom, of all men of the present day, some branches of 
economical science are the most indebted. Of Mr Malthus's Essay 
on Population, I am happy in the opportunity here afforded me of 
expressing my admiration. The assaults of the opponents of this 
great work have only served to prove its strength ; and I am per- 
suaded that its just reputation will spread with the cultivation of 
that science of which it is so eminent an ornament. Mr Malthus, 
too, has satisfactorily explained the principles of rent, and showed 
that it rises or falls in proportion to the relative advantages, either 
of fertility or situation, of the different lands in cultivation, and has 
thereby thrown much light on many difficult points connected with 
the subject of rent, which were before either unknown, or very 
imperfectly understood; yet he appears to me to have fallen into 
some errors, which his authority makes it the more necessary, 
whilst his characteristic candour renders it less unpleasing, to notice. 
One of these errors lies in supposing rent to be a clear gain, and a 
new creation of riches. 

I do not assent to all the opinions of Mr Buchanan concernin 
rent; but with those expressed in the following passage, quote 
from his work by Mr Malthus, I fully agree, and therefore I must 
dissent from Mr Malthus’s comment on them. 

“ In this view it (rent) can form no general addition to the stock 
of the community, as the neat surplus in question is nothing more 
than a revenue transferred from one class to another; and from the 
mere circumstance of its thus changing hands, it is clear that no 
fund can arise out of which to pay taxes. The revenue which pays 
for the produce of the land exists already in the hands of those who 

urchase that produce; and if the price of subsistence were lower, 
it would still remain in their hands, where it would be just as 
available for taxation as when, by a higher price, it is transferred 
to the landed proprietor." | 

After various observations on the difference between raw produce 
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and manufactured commodities, Mr Malthus asks, “Is it possible, 
then, with M. de Sismondi, to regard rent as the sole produce of 
labour, which has a value purely nominal, and the mere result of 
that augmentation of price which a seller obtains in consequence of 
a peculiar privilege; or, with Mr Buchanan, to consider it as no 
addition to the national wealth, but merely a transfer of value, 
advantageous only to the landlords, and proportionably injurious to 
the consumers ?” * 

I have already expressed my opinion on this subject in treating 
of rent, and have now only further to add, that rent is a creation of 
value, as I understand that word, but not a creation of wealth. If 
the price of corn, from the difficulty of producing any portion of it, 
should rise from 4/. to 5/. per quarter, a million of quarters will be 
of the value of 5,000,000/. instead of 4,000,000/., and as this corn 
will exchange not only for more money, but for more of every other 
commodity, the possessors will have a greater amount of value; 
and as no one else will, in consequence, have a less, the society 
altogether will be possessed of greater value, and, in that sense, rent 
is a creation of value. But this value is so far nominal that it adds 
nothing to the wealth, that is to say, the necessaries, conveniences, 
and enjoyments of the society. We should have precisely the same 
quantity, and no more of commodities, and the same million quar- 
ters of corn as before; but the effect of its being rated at 5/. per 
quarter instead of 4L, would be to transfer a portion of the value 
of the corn and commodities from their former possessors to the 
landlords. Rent, then, is a creation of value, but not a creation of 
wealth; it adds nothing to the resources of a country; it does not 
enable it to maintain fleets and armies; for the country would have 
a greater disposable fund if its land were of a better quality, and it 
could employ the same capital without generating a rent. 

It must then be admitted that Mr Sismondi and Mr Buchanan, 
for both their opinions are substantially the same, were correct 
when they considered rent as a value purely nominal, and as forming 
no addition to the national wealth, but merely as a transfer of value, 
advantageous only to the landlords, and proportionably injurious to 
the consumer. 

In another part of Mr Malthus’s “ Inquiry” he observes, “ that 
the immediate cause of rent is obviously the excess of price above 
the cost of production at which raw produce sells in the market ;” 
and, in another place, he says, “ that the causes of the high price 
of raw produce may be stated to be three :— 

* First, and mainly, that quality of the earth, by which it can 
be made to yield a greater portion of the necessaries of life than 
* TS for the maintenance of the persons employed on the 
and. . 

* 2dly. That quality peculiar to the necessaries of life, of being 


* An Inquiry into the Nature and Progress of Rent, p. 15. 
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able to create their own demand, or to raise up & number 
of demanders in proportion to the quantity of necessaries pro- 
duced. 

“ And 3dly. The comparative scarcity of the most fertile land.” 
In speaking of the high price of corn, Mr Malthus evidently does 
not mean the price re quarter or per bushel, but rather the excess 
of price for which the whole produce will sell, above the cost of its 
production, including always in the term “cost of its production,” 
profits as well as wages. One hundred and fifty quarters of corn at 
3l. 10s. per quarter, would yield a larger rent to the landlord than 
100 quarters at 4/., provided the cost of production were in both 
cases the same. 

High price, if the expression be used in this sense, cannot then 
be called a cause of rent; it cannot be said “that the immediate 
cause of rent is obviously the excess of price above the cost of pro- 
duction, at which raw produce sells in the market,” for that excess 
is itself rent. Rent, Mr Malthus has defined to be “that portion 
of the value of the whole produce which remains to the owner of 
the land, after all the outgoings belonging to its cultivation, of 
whatever kind, have been paid, including the profits of the capital 
employed, estimated according to the usual and ordinary rate of 
the profits of agricultural stock at the time being.” Now, whatever 
sum this excess may sell for, ia money rent; it is what Mr Malthus 
means by “ the excess of price above the cost of production at which 
raw produce sells in the market ;” and, therefore, in an inquiry into 
the causes which may elevate the price of raw produce, compared 
with the cost of production, we are inquiring into the causes which 
may elevate rent. 

To reference to the first cause which Mr Malthus has assigned 
for the rise of rent, namely, “ that quality of the earth by which it 
can be made to yield a greater portion of the necessaries of life than 
is required for the maintenance of the persons employed on the land,” 
he makes the following observations: “ We still want to know why 
the consumption and supply are such as to make the price so greatly 
exceed the cost of production, and the main cause is evidently the 
fertility of the earth in producing the necessaries of life. Diminish 
this plenty, diminish the fertility of the soil, and the excess will 
diminish ; diminish it still further, and it will disappear.” True, 
the excess of necessaries will diminish and disappear, but that is 
not the question. The question is, whether the excess of their 

rice above the cost of their production will diminish and disappear, 
for it is on this that money rent depends. Is Mr Malthus warranted 
in his inference, that because the excess of quantity will diminish 
and disappear, therefore * the cause of the high price of the neces- 
saries of life above the cost of production is to be found in their 
abundance, rather than in their scarcity ; and is not only essentially 
different from the high price occasioned by artificial monopolies, 
but from the high price of those peculiar products of the earth, not 
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connected with food, which may be called natural and necessary 
monopolies ?" 

Are there no circumstances under which the fertility of the land, 
and the plenty of its produce may be diminished, without occasion- 
ing a diminished excess of its price above the cost of ss Ae 
that is to say, a diminished rent? If there are, Mr Malthus’s pro- 
position is much too universal; for he appears to me to state it as 
a general principle, true under all circumstances, that rent will rise 
with the increased fertility of the land, and will fall with its 
diminished fertility. 

Mr Malthus would undoubtedly be right, if, of any given farm, 
in proportion as the land yielded abundantly, a greater share of the 
whole produce were paid to the landlord ; but the contrary is the 
fact: when no other but the most fertile land is in cultivation, the 
landlord has the smallest proportion of the whole produce, as well 
as the smallest value, and it is only when inferior lands are required 
to feed an augmenting population, that both the landlord's share of 
the whole produce, and the value he receives, progressively increase. 

Suppose that the demand is for a million of quarters of corn, and 
that they are the produce of the land actually in cultivation. Now, 
suppose the fertility of all the land to be so diminished, that the 
very same lands will yield only 900,000 quarters. The demand 
being for a million of quarters, the price of corn would rise, and 
recourse must necessarily be had to land of an inferior quality 
sooner than if the superior land had continued to produce a million 
of quarters. But it is this necessity of taking inferior land into 
cultivation which is the cause of the rise of rent, and will elevate 
it, although the quantity of corn received by the landlord, be 
reduced in quantity. Rent, it must be remembered, is not in pro- 
portion to the absolute fertility of the land in cultivation, but in 
proportion to its relative fertility. Whatever cause may drive 
capital to inferior land, must elevate rent on the superior land ; the 
cause of rent being, as stated by Mr Malthus in his third proposi- 
tion, “the comparative scarcity of the most fertile land.” The 

rice of corn will naturally rise with the difficulty of producing the 

t portions of it, and the value of the whole quantity produced on 
a particular farm will be increased, although its quantity be dimi- 
nished ; but as the cost of production will not increase on the more 
fertile land, as wages and profits taken together will continue always 
of the same value,* it is evident that the excess of price above the 
cost of production, or, in other words, rent, must rise with the 
diminished fertility of the land, unless it is counteracted by a great 
reduction of capital, population, and demand. It does not appear, 
then, that Mr Malthus's proposition is correct : rent does not imme- 


* See page 66, wherc I have endeavoured to show, that whatever facility or diffi- 
culty there may be in the production of corn, wages and profits together will be of 
the same value. When wages rise, it is always at the expense of profits, and when 
they fall, profits always risc. 
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diately and necessarily rise or fall with the increased or diminished 
fertility of the land; but its increased fertility renders it capable 
of paying at some future time an augmented rent. Land possessed 
of very little fertility can. never bear any rent; land of moderate 
fertility may be made, as population increases, to bear a moderate 
rent ; and land of great fertility a high rent; but it is one thing to 
be able to bear a high rent, and another thing actually to pay it. 
Rent may be lower in a country where lands are exceedingly fertile 
than in a country where they yield a moderate return, it being in 

. proportion rather to relative than absolute fertility—to the value of 
the produce, and not to its abundance.* 

r Malthus supposes that the rent on land yielding those pecu- 
liar products of the earth which may be called natural and necessary 
monopolies, is regulated by a principle essentially different from 
that which regulates the rent of land that yields the necessaries of 
life. He thinks that it is the scarcity of the products of the first 
which is the cause of a high rent, but that it is the abundance of 
the latter, which produces the same effect. 

This distinction does not appear to me to be well founded ; for 
you would as surely raise the rent of land yielding scarce wines, as 
the rent of corn land, by increasing the abundance of its produce, 
if, at the same time, the demand for this peculiar commodity in- 
creased ; and without a similar increase of demand, an abundant 
supply of corn would lower instead of raise the rent of corn land. 
Whatever the nature of the land may be, high rent must depend 
on the high price of the produce; but, given the high price, rent 
must be high in proportion to abundance and not to scarcity. 

We are under no necessity of producing permanently any greater 
quantity of a commodity than that which is demanded. If by 
accident any greater quantity were produced, it would fall below 
its natural price, and therefore would not pay the cost of produc- 
tion, including in that cost the usual and ordinary profits of stock : 
thus the sup ly would be checked till it conformed to the demand, 
and the market price rose to the natural price. | 

- Mr Malthus appears to me to be too much inclined to think that 
population is ouis increased by the previous provision of food,— 
“ that it is food that creates its own demand,"—that it is by first 
providing food, that encouragement is given to marriage, instead of 
considering that the general progress of population is affected by 
the increase of Seg the consequent. demand for labour, and the 


* Mr Malthus has observed in a late publication, that I have misunderstood him 
in this passage, as he did not mean to say, that rent immediately and necessarily rises 
and falls with the increased or diminished fertility of the land. If so, I certainly did 
misunderstand him. Mr Malthus's words are, * Diminish this plenty, diminish the 
fertility of the soil, and the excess (rent) will diminish ; diminish it still further, and 
it will disappear.” Mr Malthus does not state his proposition conditionally, but 
absolutely. I contended against what I understood him to maintain, that a diminu- 
tion of the fertility of the soil was incompatible with an increase of rent. 
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rise of wages; and that the production of food is but the effect of 
that demand. 

It is by giving the workmen more money, or any other commo- 
dity in which wages are paid, and which has not fallen in value, 
that his situation is improved. The increase of population, and the 
increase of food will generally be the effect, but not the necessary 
effect of high wages. The amended condition of the labourer, in 
consequence of the increased value which is paid him, does not 
necessarily oblige him to marry and take upon himself the charge 
of a family —he will, in all probability, employ a portion of his 
increased wages in furnishing himself abundantly with food and 
necessaries,—but with the remainder he may, if it please him, pur- 
chase any commodities that may contribute to his enjoyments— 
chairs, tables, and hardware ; or better clothes, sugar, and tobacco. 
His increased wages, then, will be attended with no other effect than 
an increased demand for some of those commodities; and as the 
race of labourers will not be materially increased, his wages will 
continue permanently high. But although this might be the con- 
sequence of high wages, yet so great are the delights of domestic 
society, that, in practice, it is invariably found that an increase of 
population follows the amended condition of the labourer; and it 
is only because it does so, that, with the trifling exception already 
mentioned, a new and increased demand arises for food. This 
demand, then, is the effect of an increase of capital and population, 
but not the cause—it is only because the expenditure of the people 
takes this direction, that the market price of necessaries exceeds 
the natural price, and that the quantity of food required is pro- 
duced ; and it is because the number of people is increased, that 
wages again fall. 

hat motive can a farmer have to produce more corn than is 
actually demanded, when the consequence would be a depression of 
its market price below its natural price, and consequently a priva- 
tion to him of a portion of his profits, by reducing them below the 
general rate? “If,” says Mr Malthus, * the necessaries of life, the 
most important products of land, had not the property of creating 
an increase of demand proportioned to their increased quantity, 
such increased quantity ould occasion a fall in their es cione sable 
value. However abundant might be the produce of the country, 
its population might remain stationary ; and this abundance without 
a pioporuonste demand, and with a very high corn price of labour, 
which would naturally take place under these circumstances, might 
reduce the price of raw produce, like the price of manufactures, to 
the cost of production." 

Might reduce the price of raw produce tq the cost of production. 
Is it ever for any length of time either above or below this price ? 

* Of what increased quantity does Mr Malthus speak? Who is to produce it? 
ME any motive to produce it before any demand exists for an additional 
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Does not Mr Malthus himself state it never to be so? “I hope,” 
he says, “to be excused for dwelling a little, and presenting to the 
reader, in various forms, the doctrine that corn, in reference to the 
quantity actually produced, is sold at its necessary price like manu- 
factures, because I consider it as a truth of the highest importance, 
which has been overlooked by the economists, by Adam Smith, and 
all those writers, who have represented raw produce as selling 
always at a monopoly price." 

“Every extensive country may thus be considered as possessing 
a gradation of machines for the production of corn and raw ma- 
terials, including in this gradation not only all the various qualities 
of poor land, of which every territory has generally an abundance, 
but the inferior machinery, which may be said to be employed when 
good land is further and further forced for additional produce. As 
the price of raw produce continues to rise, these inferior machines 
are successively called into action ; and as the price of raw produce 
continues to fall, they are successively thrown out of action. The 
illustration here used serves to show at once the necessity of the 
actual price of corn to the actual produce, and the different effect 
which would attend a great reduction in the price of any particular 
manufacture, and a great reduction in the price of raw produce.”* 

How are these passages to be reconciled to that which affirms, 
that if the necessaries of life had not the property of creating an 
increase of demand proportioned to their increased quantity, the 
abundant quantity produced would then, and then only, reduce the 
price of raw produce to the cost of production? If corn is never 
under its natural price, it is never more abundant than the actual 
population require it to be for their own consumption ; no store 
can be laid up for the consumption of others; it can never, then, 
by its cheapness and abundance be a stimulus to population. In. 
proportion as corn can be produced cheaply, the increased wages of 
the labourers will have more power to maintain families. In 
America population increases rapidly because food can be produced 
at a cheap price, and not because an abundant supply has been 
previously provided. In Europe population increases comparatively 
slowly, because food cannot be produced at a cheap value. In the 


* Inquiry, &c. “In all progressive countries, the average price of corn is never 
higher than what is necessary to continue the average increase of produce."— Obser- 
vations, p. 21. 

* In the employment of fresh capital upon the land, to provide for the wants of an 
increasing population, whether this fresh capital is employed in bringing more land 
under the plough, or improving land already in cultivation, the main question always 
depends upon the expected returns of this capital; and no part of the gross profits 
can be diminished without diminishing the motive to this mode of employing it. 
Every diminution of price not fully and immediately balanced by a proportionate fall 
in all the necessary expenses of a farm, every tax on the land, every tax on farming 
stock, every tax on the necessaries of farmers, will tell in the computation ; and if, 
after all these outgoings are allowed for, the price of the produce will not leave a fair 
remuneration for the capital employed, according to the general rate of profits, and a 
rent at least equal to the rent of the land in its former state, no sufficient motive can 
exist to undertake the projected improvement."— Observations, p. 22. 
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usual and ordinary course of things, the demand for all commodities 
precedes their supply. By saying that corn would, like manufac- 
tures, sink to its price of production, if it could not raise up de- 
manders, Mr Malthus cannot mean that all rent would be absorbed ; 
for he has himself justly remarked, that if all rent were given up 
by the landlords, corn would not fall in price; rent being fe effect, 
and not the cause of high price, and there being always one quality 
of land in cultivation slic pays no rent whatever, the corn from 
which replaces by its price only wages and profits. 

In the following passage, Mr Malthus has given an able exposi- 
tion of the causes of the rise in the price of raw produce in rich and 
progressive countries, in every word of which I concur; but it 
appears to me to be at variance with some of the propositions main- 
tained by him in his Essay on Rent. “I have no hesitation in 
stating that, Ls SER of the irregularities in the currency of 
a country, and other temporary and accidental circumstances, the 
cause of the high comparative money price of corn is its high com- 
parative real price, or the greater quantity of capital and labour 
which must be employed to produce it; and that the reasons why 
the real price of corn is higher, and continually rising in countries 
which are already rich, and still advancing in prosperity and 
population, is to be found in the necessity of resorting constantly 
to poorer land, to machines which require a greater expenditure to 
work them, and which consequently occasion each fresh addition 
to the raw produce of the country to be purchased at a greater 
cost; in short, it is to be found in the important truth, that corn 
in a progressive country is sold at a price necessary to yield the 
actual supply; and that, as this supply becomes more and more 
difficult, the price rises in proportion. ° 

The real price of a commodity is here properly stated to depend 
on the greater or less quantity of labour and capital (that is, 
accumulated labour) which must be employed to produce it. Real 
price does not, as some have contended, depend on money value; 
nor, as others have said, on value relatively to corn, labour, or any 
ng commodity taken singly, or to all commodities collectively ; 

ut, as Mr Malthus justly says, “on the greater (or less) quantity 
of capital and labour which must be employed to produce it." 

Among the causes of the rise of rent, Mr Malthus mentions, 
“such an increase of population as will lower the wages of labour." 
But if, as the wages of labour fall, the profits of stock rise, and they 
be together always of the same value," no fall of wages can raise 
rent, for it will neither diminish the portion, nor the value of the 
portion of the produce which will be allotted to the farmer and 
labourer together; and, therefore, will not leave a larger portion, 
nor a larger value for the landlord. In proportion as less 1s appro- 
priated for wages, more will be appropriated for profits, and vice 


* Sce p. 67. 
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versá. This division will be settled by the farmer and his labourers, 
without any interference of the landlord ; and, indeed, it is a matter 
in which he can have no interest, otherwise than as one division 
may be more favourable than another, to new accumulations, and 
to a further demand for land. If wages fell, profits, and not rent, 
would rise. If wages rose, profits, and not rent, would fall. The 
rise of rent and wages, and. the fall of profits, are generally the 
inevitable effects of the same cause—the increasing demand for 
food, the increased quantity of labour required to produce it, and its 
consequently high price. If the landlord were to forego his whole 
rent, the labourers would not be in the least benefited. If it were 
possible for the labourers to give up their whole wages, the landlords 
would derive no advantage from such a circumstance ; but in both 
cases the farmers would receive and retain all which they relinquish. 
It has been my endeavour to show in this work, that a fall of wages 
would have no other effect than to raise profits. Every rise of 
prone is favourable to the accumulation of capital, and to the 
urther increase of population, and therefore would, in all probability, 
ultimately lead to an increase of rent. 

Another cause of the rise of rent, according to Mr Malthus, is 
“such agricultural improvements or such increase of exertions, as 
will diminish the number of labourers necessary to produce a given 
effect." To this passage I have the same objection that I had 
against that which speaks of the increased fertility of land being 
the cause of an immediate rise of rent. Both the improvement in 

riculture, and the superior fertility, will give to the land a capa- 
bility of bearing at some future period a higher rent, because with 
the same price of food there will be a great additional quantity ; 
but till the increase of. population be in the same proportion, the 
additional quantity of food would not be required, and, therefore, 
rents would be lowered and not raised. The quantity that could 
under the then existing circumstances be consumed, could be 
furnished either with fewer hands, or with a less quantity of land, 
the price of raw produce would fall, and capital would be withdrawn 
from the land.* Nothing can raise rent, but a demand for new 
land of an inferior quality, or some cause which shall occasion an 
alteration in the relative fertility of the land already under cultiva- 
tion. fF. Improvements in agriculture, and in the division of labour, 


* See p. 43, &c. 

t It is not necessary to state, on every occasion, but it must be always understood, 
that the same results will follow, as far as regards the price of raw produce and the 
rise of rents, whether an additional capital of a given amount, be employed on new 
land, for which no rent is paid, or on land already in cultivation, if the produce 
obtained from both be precisely the same in quantity.— See p. 37. 

M. Say, in his notes to the French translation of this work, has endeavoured to 
show that there is not at any time land in cultivation which does not pay a rent, and 
having satisfied himself on this point, he concludes that he has overturned all the 
conclusions which result from that doctrine. He infers, for example, that I am not 
correct in saying that taxes on corn. and other raw produce, by elevating their price, 
fall on the consumer, and do not fall on rent. He contends that such taxes must fall 
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are common to all land ; they increase the absolute quantity of raw 
produce obtained from each, but probably do not much disturb the 
relative proportions which before existed between them. 

Mr Malthus has justly commented on the error of Dr Smith's 
argument, that corn is of so peculiar a nature, that its production 
cannot be encouraged by the same means that the production of all 
other commodities is encouraged. He observes, “It is by no means 
intended to deny the powerful influence of the price of corn upon 
the price of labour, on an average of a considerable number of years ; 
but that this influence is not such as to prevent the movement of 
capital to, or from the land, which is the precise point in question, 
will be made sufficiently evident, by a short inquiry into the manner 
in which labour is paid, and brought into the market, and by a 
consideration of the consequences to which the assumption of Adam 
Smith’s proposition would inevitably lead.” * 

Mr Malthus then proceeds to show, that demand and high price 
will as effectually encourage the production of raw produce as the 
demand and high price of any other commodity will encourage its 
production. In this view it will be seen, from what I have said of 
the effects of bounties, that I entirely concur. I have noticed the 
passage from Mr Malthus’s “ Observations on the Corn Laws,” for 
the purpose of showing in what a different sense the term real price 
is used here, and in his other pamphlet, entitled * Grounds of an 
Opinion," &c. In this passage Mr Malthus tells us, that “it is 
clearly an increase of real price alone which can encourage the 

roduction of corn," and, by real price, he evidently means the 
increase in ite value relatively to all other things, or, in other words, 
the rise in its market above its natural price, or the cost of its 
production. If by real price this is what is meant, although I do 
not admit the propriety of thus naming it, Mr Malthus's opinion is 
undoubtedly correct; it is the rise in the market price of corn 
which alone encourages its production; for it may be laid down as 
& principle uniformly true, that the only great encouragement to 
the increased production of a commodity is its market value ex- 
ceeding its natural or necessary value. 

But this is not the meaning which Mr Malthus, on other occasions, 
attaches to the term real price. In the Essay on Rent, Mr Malthus 
says, by *the real growing price of corn I mean the real quantity 
of labour and capital which has been employed to produce the last 
additions which have been made to the fntondl produce.” In 
another part he states “the cause of the high comparative real 
price of corn to be the greater quantity of capital and labour which 


on rent. But before M. Say can establish the correctness of this inference, he must 
also show that there is not any capital employed on the land for which no rent is paid 
(see the beginning of this note, and pages 34 and 38 of the present work) ; now this 
he has not attempted to do. In no part of his notes has he refuted, or even noticed 
that important doctrine. By his note to page 182 of the second volume of the French 
edition, he does not appear to be aware that it has even been advanced. 

* Observations on the Corn Laws, p. 4. 
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must be employed to produce it.”* Suppose that, in the foregoing 
passage, we were to substitute this definition of real price, would it 
not then run thus ?—* It is clearly the increase in the quantity of 
labour and capital which must be employed to produce corn, which 
alone can encourage its production." This would be to say, that 
it is clearly the rise in the natural or necessary price of corn which 
encourages its production—a proposition which could not be main- 
tained. It is not the price at which corn can be produced that has 
any influence on the quantity produced, but the price at which it 
can be sold. It is in proportion to the degree of the difference of 
its price above or below the cost of production that capital is 
attracted to or repelled from the land. If that excess be such as 
to give to capital so employed a greater than the general profit 
5i stock, capital will go to the land; if less, it will be withdrawn 
om it. 

It is not, then, by an alteration in the real price of corn that its 

production is encouraged, but by an alteration in its market price. 
It is not “ because a greater quantity of capital and labour must be 
employed to produce it (Mr Malthus’s just definition of real price), 
that more capital and labour are attracted to the land, but because 
the market price rises above this, its real price, and, notwithstanding 
the increased charge, makes the cultivation of land the more pro- 
fitable employment of capital." 
- Nothing can be more just than the following observations of Mr 
Malthus, on Adam Smith's standard of value. “ Adam Smith was 
evidently led into this train of argument from his habit of consider- 
ing labour as the standard measure of value, and corn as the measure 
of labour. But that corn is a very inaccurate measure of labour, 
the history of our own country will amply demonstrate; where 
labour, compared with corn, will be found to have experienced very 
great and striking variations, not only from year to year, but from 
century to century, and for ten, twenty, and thirty years together. 
And that neither labour nor any other commodity can be an accurate 
measure of real value in exchange, is now considered as one of the 
most incontrovertible doctrines of political economy, and, indeed, 
follows from the very definition of value in exchange." 

If neither corn nor labour are accurate measures of real value in 
exchange, which they clearly are not, what other commodity is ?— 
certainly none. If, then, the expression, real price of commodities, 
have any meaning, it must be that which Mr Malthus has stated 
in the Essay on Rent—it must be measured by the proportionate 
quantity of capital and labour necessary to produce them. 

In Mr Malthus's * Inquiry into the. Nature of Rent," he says, 


* Upon showing this passage to Mr Malthus, at the time when these papers were 
going to the press, he observed, “that in these two instances he had inadvertently 
used the term real price, instead of cost of production. It will be seen, from what I 
have already said, that to me it appears that in these two instances he has used the 
term real price in its true and just acceptation, and that in the former case only it is 
incorrectly applied. 
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* ihat, independently of irregularities in the currency of a country, 
and other temporary and accidental circumstances, the cause of 
the high comparative money price of corn is its high comparative 
real price, or the greater quantity of capital and labour which must be 
emp de to produce it." * 

his, I apprehend, is the correct account of all permanent varia- 
tions in price, whether of corn or of any other commodity. A 
commodity can only permanently rise in price, either because a 
greater quantity of capital and labour must be employed to produce 
1t, or because money has fallen in value; and, on the contrary, it 
can only fall in price, either because a less quantity of capital and 
labour may be employed to produce it, or because money has risen 
in value. 

A variation arising from the latter of these alternatives, an altered 
value of money, is common at once to all commodities; but a varia- 
tion arising from the former cause, is confined to the particular 
commodity requiring more or less labour in its production. By 
allowing the free importation of corn, or by improvements in agri- 
culture, raw produce would fall; but the price of no other commo- 
dity would be affected, except in proportion to the fall in the real 
value, or cost of production, of the raw produce, which entered into 
its composition. 

Mr Malthus, having acknowledged this principle, cannot, I think, 
consistently maintain that the whole money value of all the commo- 
dities in the country must sink exactly in proportion to the fall in 
the price of corn. If the corn consumed in the country were of 
the value of 10 millions per annum, and the manufactured and 
foreign commodities consumed were of the value of 20 millions, 
making altogether 30 millions, it would not be admissible to infer 
that the annual expenditure was reduced to 15 millions, because 
corn had fallen 50 per cent., or from 10 to 5 millions. 

The value of the raw produce which entered into the composition 
of these manufactures might not, for example, exceed 20 per cent. 
of their whole value, and, therefore, the fall in the value of manu- 
factured commodities, instead of being from 20 to 10 millions, would 
be only from 20 to 18 millions; and after the fall in the price of 
corn of 50 per cent., the whole amount of the annual expenditure, 
instead of falling from 30 to 15 millions, would fall from 30 to 23 
millions. f 

This, I say, would be their value, if you supposed it possible, that 
with such a cheap price of corn, no more corn and commodities 
would be consumed ; but as all those who had employed capital in 


* Page 40. 

t Manufactures, indeed, could not fall in any such proportion, because, under the 
circumstances supposed, there would be a new distribution of the precious metals 
among the different countries. Our cheap commodities would be exported in ex- 
change for corn and gold, till the accumulation of gold should lower its value, and 
raise the money price of commodities. 


OPINIONS ON RENT. 255 


the production of corn on those lands which would no longer be 
cultivated, could employ it in the production of manufactured 
goods; and only a part of those manufactured goods would be 
given in exchange for foreign corn, as on any other supposition no 
advantage would be gained by importation and low prices; we 
should have the additional value of all that quantity of manu- 
factured goods which were so produced, and not exported to add 
to the above value, so that the real diminution, even in money 
value, of all the commodities in the country, corn included, would 
be equal only to the loss of the landlords, by the reduction of their 
rents, while the quantity of objects of enjoyment would be greatly 
increased. 

Instead of thus considering the effect of a fall in the value of raw 
pee as Mr Malthus was bound to do by his previous admission, 

e considers it as precisely the same thing as a rise of 100 per cent. 
in the value of money, and, therefore, argues as if all commodities 
would sink to half their former price. 

“ During the twenty years beginning with 1794,” he says, “and 
ending with 1813, the average price of British corn per quarter was 
about 83 shillings ; during the ten years ending with 1813, 92 shil- 
lings; and during the last five years of the twenty, 108 shillings. 
In the course of ee twenty years, the Government borrowed near 
500 millions of real capital; for which, on a rough average, exclu- 
sive of the sinking fund, it engaged to pay about 5 per cent. But 
if corn should fall to 50 shillings a quarter, and other commodities 
in proportion, instead of an interest of about 5 per cent., the 
Government would really pay an interest of 7, 8, 9, and, for the last 
200 millions, 10 per cent. 

“To this extraordinary generosity towards the stockholders I 
should be disposed to make no kind of objection, if it were not 
necessary to consider by whom it is to be paid; and a moment's 
reflection will show us that it can only be paid by the industrious 
classes of society and the landlords, that is, by all those whose nominal 
income will vary with the variations in the measure of value. The 
nominal revenues of this part of the society, compared with the 
average of the last five years, will be diminished one half, and out 
of this nominally reduced income, they will have to pay the same 
nominal amount of taxes.” * 

In the first place, I think I have already shown, that even the 
value of the gross income of the whole country will not be dimi- 
nished in the proportion for which Mr Malthus here contends; it 
would not follow, that because corn fell 50 per cent., each man’s 

oss income would be reduced 50 per cent. in value ;f his net 
income might be actually increased in value. 


* The Grounds of an Opinion, &c., p. 36. x 
+ Mr Malthus, in another part of the same work, supposes commodities to vary 
25 or 20 per cent. when corn varies 334. 
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In the second place, I think the reader will agree with me that 
the increased charge, if admitted, would not fall exclusively “on 
the landlords and the industrious classes of society;" the stock- 
holder, by his expenditure, contributes his share to the support of 
the public burdens in the same way as the other classes of society. 
If, then, money became really more valuable, although he would 
receive a greater value, he would also pay a greater value in taxes, 
and, therefore, it cannot be true that the whole addition to the real 
value of the interest would be paid by “the landlords and the 
industrious classes." 

The whole argument, however, of Mr Malthus, is built on an 
infirm basis: it supposes, because the gross income of the country 
is diminished, that, therefore, the net income must also be dimi- 
nished in the same proportion. It has been one of the objects of 
this work to show, that, with every fall in the real value of neces- 
saries, the wages of labour would fall, and that the profits of stock 
would rise; in other words, that of any given annual value a less 
portion would be paid to the labouring class, and a larger portion 
to those whose funds employed this class. Suppose the value of 
the commodities produced in a particular manufacture to be 10007., 
and to be divided between the master and his labourers in the 
proportion of 8004. to labourers, and 200/. to the master; if the 
value of these commodities should fall to 900/., and 100/. be saved 
from the wages of labour, in consequence of the fall of necessaries, 
the net income of the master would be in no degree impaired, and, 
therefore, he could with just as much facility pay the same amount 
of taxes after as before the reduction of price.* 

It is of importance to distinguish clearly between gross revenue 
and net revenue, for it is from the nct revenue of a society that all 
taxes must be paid. Suppose that all the commodities in the 
country, all the corn, raw produce, manufactured goods, &c., which 
sould be brought to market in the course of the year, were of the 
value of 20 millions, and that in order to obtain this value, the 
labour of a certain number of men was necessary, and that the 
absolute necessaries of these labourers required an expenditure of 
10 millions; I should say that the gross revenue of such society 
was 20 millions, and its net revenue 10 millions. It does not 
follow from this supposition that the labourers should receive only 
10 millions for their labour; they might receive 12, 14, or 15 
millions, and in that case they would have 2, 4, or 5 millions of the 
net income. The rest would be divided between landlords and 


* Of net produce and gross produce, M. Say speaks as follows :—“The whole value 
produced is the gross produce; this value, after deducting from it the cost of produc- 
tion, is the net produce."—V ol. ii. p. 491. There can, then, be no net produce, because 
the cost of production, according to M. Say, consists of rent, wages, and profits. In 
page 508, he says, “the value of a product, the value of a productive service, the 
value of the cost of production, are all, then, similar values, whenever things are left 
to their natural course." Take a whole from a whole and nothing remains. 
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capitalists ; but the whole net income would not exceed 10 millions. 
Suppose such a society paid 2 milhons in taxes, its net income 
would be reduced to 8 millions. 

Suppose now money to become more valuable by one-tenth, all 
. commodities would fall, and the price of labour would fall, because 
the absolute necessaries of the labourer formed a part of those 
commodities, consequently the gross income would be reduced to 
18 millions, and the net income to 9 milhons. If the taxes fell in 
the same proportion, and, instead of 2 millions, 1,800,0007. only 
were a the net income would be further reduced to 7,200,000/., 
precisely of the same value as the 8 millions were before, and there- 
fore the society would neither be losers nor gainers by such an event. 
But suppose that after the rise of money, 2 millions were raised for 
taxes as before, the society would be poorer by 200,000/. per 
annum, their taxes would be really raised one-ninth. To alter the 
money value of commodities, by altering the value of money, and 
yet to raise the same money amount by taxes, is then undoubtcdls 
to increase the burthens of society. 

But suppose of the 10 millions net revenue, the landlords received 
five millions as rent, and that by facility of production, or by the 
importation of corn, the necessary cost of that article in labour was 
reduced 1 million, rent would fall 1 million, and the prices of the 
mass of commodities would also fall to the same amount, but the 
net revenue would be just as great as before; the gross income 
would, it is true, be only 19 millions, and the necessary expendi- 
ture to obtain it 9 millions, but the net income would be 10 millions. 
Now, suppose 2 millions raised in taxes on this diminished gross 
income, would the society altogether be richer or poorer? Richer, 
certainly ; for after the payment of their taxes, they would have, as 
before, a clear income of 8 millions to bestow on the purchase of 
commodities, which had increased in quantity, and fallen in price, 
in the proportion of 20 to 19; not only then could the same taxa- 
tion be endured, but greater, and yet the mass of the people be 
better provided with conveniences and necessaries. 

If the net income of the society, after paying the same money 
taxation, be as great as before, and the class of landholders lose 
] million from a fall of rent, the other productive classes must have 
increased money incomes, notwithstanding the fall of prices. The 
capitalist will then be doubly benefited; the corn and butcher's 
meat consumed by himself and his family will be reduced in price; 
and the wages of his menial servants, of his gardeners, and labourers 
of all descriptions, will be also lowered. His horses and cattle will 
cost less, and be supported at a less expense. All the commodities 
in which raw produce enters as a principal part of their value, will 
fall. This aggregate amount of savings, made on the expenditure 
of income, at the same time that his moncy income is increased, 
will then be doubly beneficial to him, and will enable him not only 
to add to his enjoyments, but to bear additional taxes, if they should 
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be required : his additional consumption of taxed commodities will 
much more than make up for the diminished demand of landlords, 
consequent on the reduction of their rents. The same observations 
apply to farmers and traders of every description. 
ut it may be said, that the capitalist’s income will not be in- 
creased; that the million deducted from the landlord's rent, will 
be paid in additional wages to labourers! Be it 80; this will make 
no difference in the argument: the situation of the society will be 
improved, and they will be able to bear the same money burthens 
with greater facility than before; it will only prove what is still 
more desirable, that the situation of another class, and by far the 
most important class in society, is the one which is chiefly bene- 
fited by the new distribution. All that they receive more than 9 
millions, forms part of the net income of the country, and it cannot 
be expended without adding to its revenue, its happiness, or its 
ower. Distribute, then, the net income as you please. Give a 
little more to one class, and a little less to another, yet you do not 
thereby diminish it ; a greater amount of commodities will be still 
produced with the same labour, although the amount of the gross 
money value of such commodities will be diminished ; but the net 
money income of the country, that fund from which taxes are paid 
and enjoyments procured, would be much more adequate, than 
before, to maintain the actual population, to afford it enjoymenta 
and luxuries, and to support any given amount of taxation. 

That the stockholder is benefited by a great fall in the value of 
corn, cannot be doubted ; but if no one else be injured, that is no 
reason why corn should be made dear; for the gains of the stock- 
holder are national gains, and increase, as all other gains do, the 
real wealth and power of the country. If they are unjustly bene- 
fited, let the degree in which they are so be accurately ascertained, 
and then itis for the Legislature to devise a remedy ; but no policy 
can be more unwise than to shut ourselves out from the great 
advantages arising from cheap corn, and abundant productions, 
merely because the stockholder would have an undue proportion of 
the increase. 

To regulate the dividends on stock by the money value of corn, 
has never yet been attempted. If justice and good faith required 
such a regulation, a great debt is due to the old stockholders ; for 
they have been receiving the same moncy dividends for more than 
a century, although corn has, perhaps, been doubled or trebled in 
price. 

But it is a great mistake to suppose, that the situation of the 
stockholder will be more improved than that of the farmer, the 
manufacturer, and the other capitalists of the country ; it will, in 
fact, be less improved. 

The stockholder wil undoubtedly receive the same money 
dividend, while not only the price of raw produce and labour fell, 
but the prices of many other things into which raw produce entered 
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as a component part. This, however, is an advantage, as I have. 
just stated, which he would enjoy in common with all other per- 
sons who had the same money incomes to expend :—his money, 
income would not be increased ; that of the farmer, manufacturer, 
and other employers of labour would, and consequently they would 
be doubly benefited. 

It may be said, that although it may be true that capitalists 
would be benefited by a rise of profits, in consequence of a fall of 
wages, yet that their incomes would be diminished by the fall in 
the money value of their commodities. What is to lower them? 
Not any alteration in the value of money, for nothing has been 
supposed to occur to alter the value of money. Not any diminu- 
tion in the quantity of labour necessary to produce their commo- 
dities, for no such cause has operated, and if it did operate, would 
not lower money profits, though it might lower money prices. 
But the raw produce of which commodities are made, is supposed 
to have fallen in price, and, therefore, commodities will fall on that 
account. True, they will fall, but their fall will not be attended 
with any diminution in the money income of the producer. If he 
sell his commodity for less money, it is only because one of the 
materials from which it is made has fallen in value. If the clothier 
sell his cloth for 9004. instead of 1000/., his income will not be less, 
if the wool from which it is made has declined 100/. in value. 

Mr Malthus says, “It is true, that the last additions to the agri- 
cultural produce of an improving country, are not attended with a 
large proportion of rent ; and it is precisely this circumstance that 
may make it answer to a rich country to import some of its corn, 
if it can be secure of obtaining an equable supply. But in all cases 
the importation of foreign corn must fail to answer nationally, if it 
is not so much cheaper than the corn that can be grown at home, 
as to equal both the profits and the rent of the grain which it dis- 
places." — Grounds, óc. p: 36. 

In this observation Mr Malthus is quite correct; but imported 
corn must be always so much cheaper than the corn that can be 
grown at home, “as to equal both the profits and the rent of the 
grain which it displaces.” If it were not, no advantage to any one 
could be obtained by importing it. 

As rent is the effect of the high price of corn, the loss of rent is 
the effect of a low price. Foreign corn never enters into compe- 
tition with such home corn as affords a rent; the fall of price 
invariably affects the landlord till the whole of his rent is absorbed ; 
—if it fall still more, the price will not afford even the common 
profits of stock; capital will then quit the land for some other em- 
ployment, and the corn which was before grown upon it will then, 
and not till then, be imported. From the loss of rent, there will 
be a loss of value, of estimated money value, but there will be a 
gain of wealth. The amount of the raw produce and other produc- 
tions together will be increased; from the greater facihty with 
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which they are produced, they will, though augmented in quantity, 
be diminished in value. 

Two men employ equal capitals—one in agriculture, the other 
in manufactures. That in agriculture produces a net annual value 
of 1,2007., of which 10002. is retained for profit, and 200/. is paid 
for rent; the other in manufactures produces only an annual value 
of 10007. Suppose that, by importation, the same quantity of corn 
which cost 1,200/. can be obtained for commodities which cost 950/., 
and that, in consequence, the capital employed in agriculture is 
diverted to manufactures, where it can produce a value of 1000/., 
the net revenue of the country will be of less value, it will be reduced 
from 2,2007. to 20000. ; but there will not only be the same quantity 
of commodities and corn for its own consumption, but also as much 
addition to that quantity as 50/. would purchase, the difference 
between the value at which its manufactures were sold to the 
Cis country, and the value of the corn which was purchased 
rom it. 

Now this is precisely the question respecting the advantage of 
importing or growing corn; it never can be imported till the 
quantity obtained from abroad by the employment of a given 
capital exceeds the quantity which the same capital will enable us 
to grow at home,—exceeds not only that quantity which falls to 
the share of the farmer, but also that which is paid as rent to the 
landlord. 

Mr Malthus says, “ It has been justly observed by Adam Smith, 
that no equal quantity of productive labour employed in manufac- 
tures can ever occasion so great a reproduction as in agriculture.” 
If Adam Smith speaks of value, he is correct; but if he speaks of 
riches, which is the important point, he is mistaken; for he has 
himself defined riches to consist of the necessaries, conveniences, 
and enjoyments of human life. One set of necessaries and con- 
veniences admits of no comparison with another set; value in use 
cannot be measured by any known standard; it is differently esti- 
mated by different persons. 
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HIGH PRICE OF BULLION. 


THE precious metals employed for circulating the commodities of 
the world, previously to the establishment of banks, have been 
supposed by the most approved writers on political economy to have 
been divided into certain proportions among the different civilized 
nations of the earth, according to the state of their commerce and 
wealth, and therefore according to the number and frequency of the 
payments which they had to perform. While so divided they 
preserved every where the same value, and as each country had an 
equal necessity for the quantity actually in use, there could be no 
temptation offered to either for their importation or exportation. 

Gold and silver, like other commodities, have an intrinsic value, 
which is not arbitrary, but is dependent on their scarcity, the 
quantity of labour bestowed in procuring them, and the value of 
the capital employed in the mines which produce them. 

“The quality of utility, beauty, and scarcity," says Dr Smith, 
“are the original foundation of the high price of those metals, or of 
the great quantity of other goods for which they can every where 
be exchanged. This value was antecedent to, and independent of, 
their being employed as coin, and was the quality which fitted them 
for that employment." 

If the quantity of gold and silver in the world employed as money 
were exceedingly small, or abundantly great, it would not in the 
least affect the proportions in which they would. be divided among 
the different nations—the variation in their quantity would have 
produced no other effect than to make the commodities for which 
they were exchanged comparatively dear or cheap. The smaller 
quantity of money would perform the functions of a circulating 
medium, as well as the larger. Ten millions would be as effectual 
for that purpose as 100 millions. Dr Smith observes, “ that 
the most abundant mines of the precious metals would add little 
to the wealth of the world. A produce of which the value is 
principally derived from its scarcity is necessarily degraded by its 
abundance." 

If in the progress towards wealth, one nation advanced more 
rapidly than the others, that nation would require and obtain a 
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greater proportion of the money of the world. Its commerce, its 
commodities, and its payments, would increase, and the general 
currency of the world would be divided according to the new pro- 
portions. All countries, therefore, would contribute their share to 
this effectual demand. 

In the same manner, if any nation wasted part of its wealth, 
or lost part of its trade, it could not retain the same quantity of 
circulating medium which it before possessed. A part would be 
exported, and divided among the other nations till the usual pro- 

ortions were re-established. 

While the relative situation of countries continued unaltered, 
they might have abundant commerce with each other, but their 
exports and imports would on the whole be equal. England might 
possibly import more goods from, than she would export to, France, 
but she would in consequence export more to some other country, 
and France would import more from that country; so that the 
exports and imports of all countries would balance each other; bills 
of exchange would make the necessary payments, but no money 
would pass because it would have the same value in all countries. 

If a mine of gold were discovered in either of these countries, 
the currency of that country would be lowered in value in conse- 
quence of the increased quantity of the precious metals brought 
into circulation, and would therefore no longer be of the same value 
as that of other countries. Gold and silver, whether in coin or in 
bullion, obeying the law which regulates all other commodities, 
would immediately become articles of exportation; they would 
leave the country where they were cheap, for those countries where 
they were dear, and would continue to do so, as long as the mine 
should prove productive, and till the proportion existing between 
capital and money in each country before the discovery of the mine, 
were again established, and gold and silver restored every where to 
one value. In return for the gold exported, commodities would be 
imported ; and though what is usually termed the balance of trade 
would be against the country exporting money or bullion, it would 
be evident that she was carrying on & most advantageous trade, 
exporting that which was no way useful to her, for commodities 
which might be employed in the extension of her manufactures, 
and the increase of her wealth. 

If instead of a mine being discovered in any country, a bank were 
established, such as the Bank of England, with the power of issuing 
its notes for a circulating medium; after a large amount had been 
issued, either by way of loan to merchants, or by advances to Govern- 
ment, thereby adding considerably to the sum of the currency, the 
same effect would follow asin the case of the mine. The circulat- 
ing medium would be lowered in value, and goods would experience 
a proportionate rise. The equilibrium betwcen that and other 
nations would only be restored by the exportation of part of the coin. 

The establishment of the bank, and the consequent issue of its 


HIGH PRICE OF BULLION. * 265 


notes, therefore, as well as the discovery of the mine, operate as an 
inducement to the exportation either of bullion, or of coin, and are 
beneficial only in as far as that object may be accomplished. The 
bank substitutes a currency of no value for one most costly, and 
enables us to turn the precious metals (which, though a very neces- 
sary part of our capital, yield no revenue), into a capital which will 
yield one. Dr A. Smith compares the advantages attending the 
establishment of a bank to those which would be obtained by con- 
verting our highways into pastures and corn fields, and procuring 
a road through the air. The highways, like the coin, are highly 
useful, but neither yield any revenue. Some people might be 
alarmed at the specie leaving the country, and might consider that 
as a disadvantageous trade which required us to part with it ; indeed 
the law so considers it by its enactments against the exportation 
of specie; but a very little reflection will convince us that it is our 
choice, and not our necessity, that sends it abroad; and that it is 
highly beneficial to us to exchange that commodity which is super- 
fluous, for others which may be made productive. 

The exportation of the specie may at all times be safely left to 
the discretion of individuals; it will not be exported more than any 
other commodity, unless its exportation should be advantageous to 
the country. Ifit be advantageous to export it, no laws can effec- 
tually prevent its exportation. Happily, in this case, as well as in 
most others in commerce, where there 1s free competition, the in- 
terests of the individual and that of the community are ncver at 
variance. 

Were it possible to carry the law against melting, or exporting 
of coin, into strict execution, at the same time that the exportation 
of gold bullion was freely allowed, no advantage could accrue from 
it, but great injury must arise to those who might have to pay, 
possibly, two ounces or more of coined gold for one of uncomed 
gold. This would be a real depreciation of our currency, raising 
the prices of all other commodities in the same proportion as it 
increased that of gold bullion. The owner of money would in this 
case suffer an injury equal to what a proprietor of corn would suffer, 
were a law to be passed prohibiting him from selling his corn for 
more than half its market value. The law against the exportation 
of the coin has this tendency, but is so easily evaded, that gold in 
bullion has always been nearly of the same value as gold in coin. 

Thus, then, it appears that the currency of one country can never 
for any length of time be much more valuable, as far as equal quan- 
tities of the precious metals are concerned, than that of another ; 
that excess of currency is but a relative term ; that if the circula- 
tion of England were 10 millions, that of France 5 millions, that 
of Holland 4 millions, &c., &c., whilst they kept their proportions, 
though the currency of cach country were doubled or trebled, neither 
country would be conscious of an excess of currency. The prices 
of commodities would every where rise, on account of the increase 
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of currency, but there would be no exportation of money from either. 
But if these proportions be destroyed by England alone doubling 
her currency, while that of France, Holland, &c., &c., continued as 
before, we should then be conscious of an excess in our currency, 
and for the same reason the other countries would feel a deficiency 
in theirs, and part of our excess would be exported till the propor- 
tions of ten, five, four, &c., were again established. 

If in France an ounce of gold were more valuable than in 
England, and would therefore in France purchase more of any com- 
modity common to both countries, gold would immediately quit 
England for such purpose, and we should send gold in preference 
to any thing else, because it would be the cheapest exchangeable 
commodity in the English market ; for if gold be dearer in France 
than in England, acd. must be cheaper; we should not therefore 
send them from the dear to the cheap market, but, on the contrary, 
they would come from the cheap to the dear market, and would be 
exchanged for our gold. 

The Dank might continue to issue their notes, and the specie be 
exported with advantage to the country, while their notes were 
payable in specie on demand, because they could never issue more 
notes than the value of the coin which would have circulated had 
there been no bank.* 

If they attempted to exceed this amount, the excess would be 
immediately returned to them for specie; because our currency, 
being thereby diminished in value, could be advantageously ex- 
ported, and could not be retained in our circulation. These are 
the means, as I have already explained, by which our currency 
endeavours to equalize itself with the currencies of other countries. 
As soon as this equality was attained, all advantage arising from 
exportation would cease; but if the Bank, assuming that because 
a given quantity of circulating medium had been necessary last 
year, therefore the same quantity must be necessary this, or for 
any other reason, continued to re-issue the returned notes, the 
stimulus which a redundant currency first gave to the exportation 
of the coin would be again renewed with similar effects; gold 
would be again demanded, the exchange would become unfavour- 
able and gold bullion would rise, in a small degree, above its 
Mint price, because it is legal to export bullion, but illegal to export 
the coin, and the difference would be about equal to the fair com- 
pensation for the risk. 

In this manner, if the Dank persisted in returning their notes 
into circulation, every guinea might be drawn out of their coffers. 

If, to supply the deficiency of their stock of gold, they were to 
purchase gold bullion at the advanced price, and have it coined into 
guineas, this would not remedy the evil; guineas would be still de- 
manded, but, instead of being exported, would be melted, and sold to 


* They might, strictly speaking, rather exceed that quantity, because as the Bank 
would add to the currency of the world, Englnnd would retain its share of the increase. 
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the Bank as bullion at the advanced price. * The operations of the 
Bank,” observed Dr Smith, alluding to an analogous case, “ were, 
upon this account, somewhat like the web of Penelope,—the work 
that was done in the day was undone in the night.” The same 
sentiment is expressed by Mr Thornton :—“ Finding the guineas in 
their coffers to lessen every day, they must naturally be supposed 
to be desirous of replacing them by all effectual and not extrava- 
gantly expensive means. They will be disposed, to a certain 
degree, to buy gold, though at a losing price, and to coin it into 
new guineas; but they will have to do this at the very moment 
when many are privately melting what is coined. The one party 
will be melting and selling while the other is buying and coining. 
And each of these two contending businesses will now be carried 
on, not on account of an actual exportation of each melted guinea 
to Hamburgh, but the operation, or at least a great part of it, will 
be confined to London, the coiners and the melters living on the 
same spot, and giving constant employment to each other. 

“ The Bank,” continues Mr Thornton, “if we suppose it, as we 
now do, to carry on this sort of contest with the melters, is 
obviously waging a very unequal war; and even though it should 
not be tired early, it will be likely to be tired sooner than its 
adversaries." 

The Bank would be obuged, tnerefore, ultimately to adopt the 
only remedy in their power to put a stop to the demand for 
guineas. They would withdraw part of their notes from circulation, 
till they should have increased the value of the remainder to that 
of gold bullion, and, consequently, to the value of the currencies 
of other countries. All advantage from the exportation of gold 
bullion would then cease, and there would be no temptation to 
exchange bank notes for guineas. 

In this view of the subject, then, it appears that the temptation 
to export money in exchange for pate or what is termed an 
unfavourable balance of trade, never arises but from a redundant 
currency. But Mr ‘Thornton, who has considered this subject 
very much at large, supposes that a very unfavourable balance of 
trade may be occasioned to this country by a bad harvest, and the 
consequent importation of corn; and that there may be at the same 
time an unwillingness in the country to which we are indebted to 
receive our goods in payment; the balance due to the foreign 
country must therefore be paid out of that part of our currency 
consisting of coin, and that hence arises the demand for gold 
bullion, and its increased price. He considers the Bank as afford- 
ing considerable accommodation to the merchants, by supplying 
with their notes the void occasioned by the exportation of the 
specie. 

As it is acknowledged by Mr Thornton, in many parts of his 
work, that the price of gold bullion is rated in gold coin, and as it 
is also acknowledged by him that the law against melting gold coin 
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into bullion, and exporting it, is easily evaded, it follows, that no 
demand for gold bullion, arising from this or any other cause, 
can raise the money price of that commodity. The error of this 
reasoning proceeds from not distinguishing between an increase in 
the value of gold, and an increase in its money price. 

If there were a great demand for corn, its money price would 
advance, because, in comparing corn with money, we in fact com- 
pare it with another commodity ; and, for the same reason, when 
there is a great demand for gold, its corn price will increase; but in 
neither case will a bushel of corn be worth more than a bushel of 
corn, or an ounce of gold more than an ounce of gold. An ounce 
of gold bullion could not, whatever the demand might be, whilst 
its price was rated in gold coin, be of more value than an ounce of 
coined gold, or 37. 17s. 103d. 

If this argument should not be considered as conclusive, I should 
urge that a void in the currency, as here supposed, can only be 
occasioned by the annihilation or limitation of paper currency, and 
then it would speedily be filled by importations of bullion, which 
its increased value, in consequence of the diminution of circulating 
medium, would infallibly attract to the advantageous market. 
However great the scarcity of corn might be, the exportation of 
money would be limited by its increasing scarcity. Money 1s in 
such general demand, and, in the present state of civilization, is so 
essential to commercial transactions, that it can never be exported 
to excess; even in a war, such as the present, when our enemy 
endeavours to interdict all commerce with us, the value which the 
currency would bear from its increasing scarcity would prevent the 
exportation of it from being carried so far as to occasion a void in 
the circulation. 

Mr Thornton has not explained to us why any unwillingness 
should exist in the foreign country to receive our goods in éxchange 
for their corn; and it would be necessary for him to show, that if 
such an unwillingness were to exist, we should agree to indulge it 
so far as to consent to part with our coin. — 

If we consent to give coin in exchange for goods, it must be 
from choice, not necessity. We should not import more goods 
than we export, unless we had a redundancy of currency, which it 
therefore suits us to make a part of our exports. The exportation 
of the coin is caused by its cheapness, and is not the effect, but the 
cause of an unfavourable balance: we should not export it, if we 
did not send it to a better market, or if we had any commodity 
which we could export more profitably. It is a salutary remedy 
for a redundant currency ; and as I have already endeavoured to 
prove that redundancy or excess is only a relative term, it follows 
that the demand for it abroad arises only from the comparative 
deficiency of the currency of the importing country, which there 
causes ite superior value. 

It resolves itself entirely into a question of interest. If the sellers 
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of the corn to England, to the amount, I will suppose, of a million, 
could import goods which cost a million in England, but would 
produce, when sold abroad, more than if the million had been sent 
in money, goods would be preferred ; if otherwise, money would be 
demanded. 

It is only after a comparison of the value in their markets and in 
our own of. gold and other commodities, and because gold is cheaper 
in the London market than in theirs, that foreigners prefer gold in 
exchange for their corn. If we diminish the quantity of currency, 
we give an additional value to it: this will induce them to alter 
their election, and prefer the commodities. If I owed a debt in 
Hamburgh of 1007., I should endeavour to find out the cheapest 
mode of paying it. If I send money, the expense attending its 
transportation ein , 1 will suppose, 5l., to discharge my debt will 
cost me 105/. If I purchase cloth here, which, with the expenses 
attending its exportation, will cost me 106/., and which will in 
Hamburgh sell for 100/., it is evidently more to my advantage to 
send the money. If the purchase and expenses of sending hard- 
ware to pay my debt will take 107/., I should prefer sending cloth 
to hardware, but I would send neither in preference to money, 
because money would be the cheapest exportable commodity in 
the London market. The same reasons would operate with the 
exporter of the corn, if the transaction were on his own account. 
But if the Bank, “ fearful for the safety of their establishment,” and 
knowing that the requisite number of guineas would be withdrawn 
from their coffers at the Mint price, should think it necessary to 
diminish the amount of their notes in circulation, the proportion 
between the value of the money, of the cloth, and of the hardware, 
would no longer be as 105, 106, and 107; but the money would 
beeeme the most valuable of the three, and therefore would be less 
advantageously employed in discharging the foreign debts. 

If, which is a much stronger case, we agreed to pay a subsidy to 
a foreign power, money would not be exported whilst there were 
any goods which could more cheaply discharge the payment. The 
interest of individuals would render the exportation of the money 
unnecessary.* 

Thus, then, specie will be sent abroad to discharge a debt only 
when it is superabundant ; only when it is the cheapest exportable 
commodity. Ifthe Bank were at such a time paying their notes 
in specie, gold would be demanded for that purpose. It would be 


* This is strongly corroborated by the statement of Mr Rose in the House of Coin- 
mons, that our exports exceeded our imports by (I believe) 16 millions. In return 
for those exports no bullion could have been imported, because it is well known that 
the price of bullion having been, during the whole year, higher abroad than in this 
country, a large quantity of our gold coin has been exported. To the value of the 
balance of exports, therefore, must be added the value of the bullion exported. A 
part of the amount may be due to us from foreign nations, but the remainder must 
be precisely equal to our foreign expenditure, consisting of subsidies to our allies, and 
the maintenance of our fleets and armies on foreign stations. 
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obtained there at its Mint price, whereas its price as bullion would. 
be something above its value as coin, because bullion could, and 
coin could not, be legally exported. 

It is evident, then, that a depreciation of the circulating medium 
is the necessary consequence of its redundance; and that in the. 
common state of the national currency this depreciation is counter- 
acted by the exportation of the precious metals.* 

Such, then, appear to me to be the laws that regulate the distri- 
bution of the precious metals throughout the world, and which 
cause and limit their circulation from one country to another, by 
regulating their value in each. But before I proceed to examine 
on these principles the main object of my inquiry, it is necessary 
that I should show what is the standard measure of value in this 
country, and of which, therefore, our paper currency ought to be 
the representative, because it can only be by a comparison to this 
standard that its regularity, or its depreciation, may be estimated. 

No permanent] measure of value can be said to exist in any 
nation while the circulating medium consists of two metals, because 
they are constantly subject to vary in value with respect to each 
other. llowever exact the conductors of the Mint may be, in pro- 
portioning the relative value of gold to silver in the coins, at the time 
when they fix the ratio, they cannot prevent one of these metals 
from rising, while the other remains stationary, or falls in value. 


* It has been observed, in a work of great and deserved repute, the Edinburgh 
Review, Vol. i. p. 183, that an increase in the paper currency will only occasion a rise 
in the paper or currency price of commodities, but will not cause an increase in their 
bullion price. 

This would be true at a time when the currency consisted wholly of paper not con- 
vertible into specie, but not while specie formed any part of the circulation. In the 
latter case the effect of an increased issue of paper would be to throw out of circula- 
tion an equal amount of specie; but this could not be done without adding to the 

uantity of bullion in the market, and thereby lowering its value, or, in other words, 
increasing the bullion price of commodities. It is only in consequence of this fall in the 
value of the metallic currency, and of bullion, that the temptation to export them 
arises; and the penalties on melting the coin is the sole cause of a small difference 
between the value of the coin and of bullion, or a small excess of the market above 
the mint price. But exporting of bullion is synonymous with an unfavourable balance 
oftrade. From whatever cause an exportation of bullion, in exchange for commodi- 
hh may proceed, it is called (I think very incorrectly) an unfavourable balance of 
trade. 

When the circulation consists wholly of paper, any increase in its quantity will raise 
the money price of bullion without lowering its value, in the same manner, and in the 
same proportion, as it will raise the prices of other commodities, and for the same 
reason will lower the foreign exchanges; but this will only be a nominal, not a real 
fall, and will not occasion the exportation of bullion, because the real value of bullion 
will not be diminished, as there will be no increase to the quantity in the market. 

f Strictly speaking, there can be no permanent measure of value. A measure of 
value should itself be invariable ; but this is not the case with either gold or silver, 
they being subject to fluctuations as well as other commodities. Experience has 
indeed taught us, that though the variations in the va/ue of gold or silver may be con- 
siderable, on a comparison of distant periods, yet, for short spaces of time, their value 
is tolerably fixed. It is this property, among other excellences, which fits them 
better than any other commodity for the uses of money. Either gold or silver may 
podeis in the point of view in which we are considering them, be called a measure 
of value. 
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Whenever this happens, one of the coins will be melted to be sold 
for the other. Mr Locke, Lord Liverpool, and many other writers, 
have ably considered this subject, and have all agreed, that the 
only remedy for the evils in the currency proceeding from this 
source, is the making one of the metals only the standard measure 
of value. Mr Locke considered silver as the most proper metal 
for this purpose, and proposed that gold coins should be left to find 
their own value, and pass for a greater or lesser number of shillings, 
as the market price of gold might vary with respect to silver. 

Lord Liverpool, on the contrary, maintained that gold was not 
only the most proper metal for a general measure of value in this 
country, but that, by the common consent of the people, it had 
become so, was so considered by foreigners, and that it was best 
suited to the increased commerce and wealth of England. 

He, therefore, proposed, that gold coin only should be a legal 
tender for sums exceeding one guinea, and silver coins for sums not 
exceeding that amount. As the law now stands, gold coin is a legal 
tender for all sums; but it was enacted in the year 1774, “That no 
tender in payment of money made in the silver coin of this realm, 
of any sum exceeding the sum of twenty-five pounds at any one 
time, shall be reputed in law, or allowed to be legal tender within 
Great Britain or Ireland, for more than according to its value by 
weight, after the rate of 5s. 2d. for each ounce of silver.” The 
same regulation was revived in 1798, and is now in force. 

For many reasons given by Lord Liverpool, it appears, proved 
beyond dispute, that gold coin has been for near a century the 
principal measure of value; but this is, I think, to be attributed to 
the inaccurate determination of the Mint proportions. Gold has 
been valued too high; no silver, therefore, can remain in circulation 
which is of its standard weight. 

If a new regulation were to take place, and silver to be valued 
too high, or (which is the same thing) if the market proportions 
between the prices of gold and silver were to become greater than 
those of the Mint, gold would then disappear, and silver become 
the standard currency. 

This may require further explanation. The relative value of 
gold and silver in the coins is as 15184 to 1. An ounce of gold 
which is coined into 3/. 17s. 104d. of gold coin, is worth, Pre ia 
to the Mint regulation, 15434 ounces of silver, because that weight 
of silver is also coined into 37. 17s. 104d. of silver coin. Whilst 
the relative value of gold to silver is in the market under 15 to J, 
which it has been for a great number of years till lately, gold coin 
would necessarily be the standard meaaure of value, because neither 
the Bank nor any individual would send 154,34 ounces of silver to the 
Mint to be coined into 3/. 17s. 103d., when they could sell that 
quantity of silver in the market for more than 37. 17s. 104d. in gold 
coin; and this they could do by the supposition, that less than 
15 ounces of silver would purchase an ounce of gold. 
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But if the relative value of gold to silver be more than the Mint 
proportion of 154134 to 1, no gold would then be sent to the Mint 
to be coined, because as either of the metals are a legal tender to 
any amount, the possessor of an ounce of gold would not send it to 
the Mint to be coined into 3l. 17s. 103d. of gold coin, whilst he 
could sell it, which he could do in such a case, for more than 
3l. 17s. 103d. of silver coin. Not only would not gold be carried 
to the Mint to be coined, but the illicit trader would melt the gold 
coin, and sell it as bullion for more than its nominal value in the 
silver coin. Thus, then, gold would disappear from circulation, and 
silver coin become the standard measure of value. As gold has 
lately experienced a considerable rise compared with ive: (an 
ounce of standard gold, which, on an average of many years, was 
of equal value to 143 ounces of standard silver, being now in the 
market of the same value as 151 ounces), this would be the case 
now were the Bank restriction bill repealed, and the coinage of 
silver freely allowed at the Mint, in the same manner as that of 
gold; but in an act of Parliament of 39 Geo. III. is the following 
clause :— 

* Whereas inconvenience may arise from any coinage of silver 
until such regulations may be formed as shall appear necessary ; 
and whereas from the present low price of silver bullion, owing to 
temporary circumstances, a small quantity of silver bullion has been 
brought to the Mint to be coined, and there is reason to suppose 
that a still further quantity may be brought; and it is, therefore, 
necessary to suspend the coining of silver for the present; be it 
therefore enacted, That from and after the passing of this act, no 
silver bullion shall be coined at the Mint, nor shall any silver coin 
that may have been coined there be delivered, any law to the con- 
trary notwithstanding.” 

This law is now in force. 

It would appear, therefore, to have been the intention of the 
legislature to establish gold as the standard of currency in this 
country. Whilst this law is in force, silver coin must be confined 
to small payments only, the quantity in circulation being barely 
sufficient for that purpose. It might be for the interest of a debtor 
to pay his large debts in silver coin if he could get silver bullion 
coined into money; but being prevented by the above law from 
doing so, he is necessarily obliged to discharge his debt with gold 
coin, which he could obtain at the Mint with gold bullion to any 
amount. Whilst this law is in force, gold must always continuc to 
be the standard of currency. 

Were the market value of an ounce of gold to become equal to 
thirty ounces of silver, gold would nevertheless be the measure of 
value, whilst this prohibition continued in force. It would be of 
no avail, that the possessor of 30 ounces of silver should know that 
he once could have discharged a debt of 3/. 17s. 104d. by procuring 
15,84 ounces of silver to be coined at the Mint, as he would in this 
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case have no other means of discharging his debt but by selling his 
30 oz. of silver at the market value, that is to say, for one ounce of 
gold, or 3/. 17s. 104d. of gold coin. 

The public has sustained, at different times, very serious loss 
from the depreciation of the circulating medium, arising from the 
unlawful practice of clipping the coins. 

In proportion as they become debased, so the prices of every 
commodity for which they are exchangeable rise in nominal value, 
not excepting gold and silver bullion: accordingly we find, that 
before the recoinage in the reign of King William the Third, the 
silver currency had become so degraded, that an ounce of silver, 
which ought to be contained in 62 pence, sold for 77 pence; and a 
guinea, which was valued at the Mint at 20 shillings, passed in all 
contracts for 30 shillings. This evil was then remedied by the 
recoinage. Similar effects followed from the debasement of the 
gold currency, which were again corrected in 1774 by the same 
means. 

Our gold coins have, since 1774, continued nearly at their 
standard purity ; but our silver currency has again become debased. 
By an assay at the Mint in 1798, it appears that our shillings were 
found to be 24 per cent., and our sixpences 38 per cent., under their 
Mint value; and I am informed, that by a late experiment they 
were found considerably more deficient. They do not, therefore, 
contain as much pure silver as they did in the reign of King 
William. This debasement, however, did not operate previously to 
1798, as on the former occasion. At that time both old and silver 
bullion rose in proportion to the debasement of the ie coin. All 
foreign exchanges were against us full 20 per cent., and many of 
them still more. But although the debasement of the silver coin 
had continued for many years, it had neither, previously to 1798, 
raised the price of gold nor silver, nor had it produced any effect 
on the exchanges. This is a convincing proof, that gold coin was, 
during that period, considered as the standard measure of value. 
Any debasement of the gold coin would then have produced the 
same effects on the prices of gold and silver bullion, and on the 
foreign exchanges, which were formerly caused by the debasement 
ofthe silver coins.* 

While the currency of different countries consiste of the precious 
metals, or of a paper money which is at all times exchangeable for 
them; and while the metallic currency is not debased by wearing 
or clipping, a comparison of the weight and degree of fineness of 
their coins will enable us to ascertain their par of exchange. Thus 
the par of exchange between Holland and England is stated to be 
about eleven florins, because the pure silver contained in eleven 


* When the gold coin was debased, previously to the recoinage in 1774, gold and 
silver bullion rose above their Mint prices, aud fell immediately on the gold coin 
attaining its present perfection. 'The exchanges were, owing to the same causes, 
from being unfavourable rendered favourable. 


S 
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florins is equal to the pure silver contained in twenty standard 
shillings. 

This par is not, nor can it be, absolutely fixed; because gold 
coin being the standard of commerce in England, and silver coin 
in Holland, a pound sterling, or $9 of a guinea, may at different 
times be more or less valuable than twenty standard shillings, and 
therefore more or less valuable than its equivalent of eleven florins. 
Estimating the par either by silver or by gold will be sufficiently 
exact for our purpose. 

If I owe a debt in Holland, by knowing the par of exchange, I 
also know the quantity of our money which will be necessary to dis- 
charge it. 

If my debt amount to 1,100 florins, and gold have not varied in 
value, 1007. in our pure gold coin will purchase as much Dutch 
currency as is necessary to pay my debt. By exporting the 100/. 
therefore in coin, or (which 1s the same thing) paying a bullion 
merchant the 100/. in coin, and allowing him the expenses attend- 
ing its transportation, such as freight, insurance, and his profit, he 
will sell me a bill which will discharge my debt; at the same time 
he will export the bullion to enable his correspondent to pay the 
bill when 1t shall become due. 

These expenses, then, are the utmost limits of an unfavourable 
exchange. However great my debt may be, pa ie it equalled the 
largest subsidy ever gvon by this country to an ally ; while I could 
pay the bullion merchant in coin of standard value, he would be 
glad to export it, and to sell me bille. But if I pay him for his bill 
m & debased coin, or in a depreciated paper-money, he will not be 
willing to sell me his bill at this rate ; because if the coin be debased 
it does not contain the quantity of pure gold or silver which ought 
to be contained in 100/., and he must therefore export an additional 
number of such debased pieces of money to enable him to pay my 
debt of 1002., or its equivalent, 1,100 florins. If I pay him in paper- 
money, as he cannot send it abroad, he will consider whether it 
will purchase as much gold or silver bullion as is contained in the 
coin for which it is a substitute ; if it will do this, paper will be as 
acceptable to him as coin; but if it will not, he will expect a further 
premium for his bill, equal to the depreciation of the paper. 

While the circulating medium consists, therefore, of coin unde- 
based, or of paper-money immediately exchangeable for undebased 
coin, the exchange can never be more above, or more below par, 
than the expenses attending the transportation of the precious 
metals. But when it consists of a depreciated paper-money, it 
necessarily will fall according to the degree of the depreciation. 

The exchange will, therebre, be a tolerably accurate criterion 
by which we may judge of the debasement of the currency, pro- 
ceeding either from a clipped coinage or a depreciated paper- 
money. 

It is observed by Sir James Stuart, “That if the foot measure 
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was altered at once over all England, by adding to it or taking 
from it any proportional part of its standard length, the alteration 
would be best died rond by comparing the new foot with that of 
Paris, or of any other country which had suffered no alteration. 

* Just so, if the pound sterling, which is the English unit, shall 
be found any how changed, and if the variation it has met with be 
difficult to ascertain because of a complication of circumstances, the 
best way to discover it will be to compare the former and the 
present value of it with the money of other nations which has 
suffered no variation. This the exchange will perform with the 
greatest exactness.” 

The Edinburgh reviewers, in speaking of Lord King’s pamphlet, 
observe, that “it does not follow because our imports always 
consist partly of bullion that the balance of trade is therefore 
permanently in our favour. Bullion,” they say, “is a commodity 
for which, as for every other, there is a varying demand, and which, 
exactly like any other, may enter the catalogue either of imports or 
exports; and this exportation or importation of bullion will not 
affect the course of exchange in a different way from the exporta- 
tion or importation of any other commodities.” 

No person ever exports or imports bullion without first consider- 
ing the rate of exchange. It is by the rate of exchange that he 
discovers the relative value of bullion in the two countries between 
which it is estimated. It is therefore consulted by the bullion 
merchant in the same manner as the price-current is by other 
merchants, before they determine on the exportation or importation 
of other commodities. If eleven florins in Holland contain an 
equal quantity of pure silver as 20 standard shillings, silver 
bullion, equal in weight to 20 standard shillings, can never be 
exported from London to Amsterdam whilst the exchange is at 
par, or unfavourable to Holland. Some expense and risk must 
attend its exportation, and the very term par expresses that a 
quantity of silver bullion, equal to that weight and purity, is to be 
obtained in Holland by the purchase of a bill of exchange, free of 
all expense. Who would send bullion to Holland at an expense 
of 3 or 4 per cent. when, by the purchase of a bill at par, he 
in fact obtains an order for the delivery to his correspondent in 
Holland of the same weight of bullion which he was about to 
export ? 

t would be as reasonable to contend that, when the price of 
corn is higher in England than on the Continent, corn would be 
sent, notwithstanding all the charges on its exportation, to be sold 
in the cheaper market. 

Having already noticed the disorders to which a metallic cur- 
rency is exposed, I will proceed to consider those which, though 
not caused by the debased state of either the gold or silver coins, 
are mevertheloas more serious in their ultimate consequences. 

Our circulating medium is almost wholly composed of paper, 
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and it behoves us to guard against the depreciation of the paper 
currency with at least as much vigilance as against that of the 
coins. 

This we have neglected to do. 

Parliament, by restricting the Bank from paying in specie, have 
enabled the conductors of that concern to increase or decrease at 
pleasure the quantity and amount of their notes; and the previously 
existing checks against an over-issue having been thereby removed, 
those conductors have acquired the power of increasing or decreasing 
the value of the paper currency. 

In tracing the present evils to their source, and proving their 
existence by an appeal to the two unerring tests I have before 
mentioned, namely, the rate of exchange and the price of bullion, 
I shall avail mysclf of the account given by Mr Thornton of the 
conduct of the Bank before the restriction, to show how clearl 
they acted on the principle which he has expressly aknowledoed, 
viz. that the value of their notes is dependent on their amount, 
and that they ascertained the variation in their value by the tests 
I have just referred to. 

Mr Thornton tells us, “ That, if at any time the exchanges of 
the country become so unfavourable as to produce a material 
excess of the market above the Mint price of gold, the directors of 
the Bank, as appears by the evidence of some of their body given 
to parliament, were disposed to resort to a reduction of their paper, 
as a means of diminishing or removing the excess, and of thus 

oviding for the security of their establishment. They, moreover, 
have at all times,” he says, “been accustomed to observe some 
limit as to the quantity of their notes for the same prudential 
reasons.” And in another place: * When the price which our 
coin will fetch in foreign countries is such as to tempt it out of the 
kingdom, the directors of the Bank naturally diminish, in some 
degree, the quantity of their paper through an anxtety for the safety 
of their establishment. By diminishing their paper, they raise its 
value; and in raising its value, they raise also the value in England 
of the current coin which is exchanged for it. Thus, the value of 
our gold coin conforms itself to the value of the current paper, and 
the current paper is rendered by the Bank directors of that value 
which it is necessary that it should bear in order to prevent 
large exportations, —a value sometimes rising a little above, and 
sometimes falling a little below, the price which our coin bears 
abroad." 

The necessity which the Dank felt itself under to guard the safety 
of its establishment, therefore, always prevented, before the restric- 
tion from paying in specie, a too lavish issue of paper-money. 

Thus we find that, for a period of twenty-three years previously 
tothe suspension of cash payments in 1797, the average price of 
gold bullion was 37. 17s. 73d. per oz., about 23d. under the Mint 
price ; and for sixteen years previously to 1774, it never was much 
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above 4l. per oz. It should be remembered, that during these 
sixteen years our gold coin was debased by wearing, and it is 
therefore probable that 4/. of such debased money did not weigh as 
much as the ounce of gold for which it was exchanged. 

Dr A. Smith considers every permanent excess of the market 
above the Mint price of gold, as referable to the state of the coins. 
While the coin was of its standard weight and purity, the market 
price of gold bullion, he thought, could not greatly exceed the Mint 

rice. 

Mr Thornton contends that this cannot be the only cause. “ We 
have,” he says, “ lately experienced fluctuations in our exchanges, 
and correspondent variations in the market, compared with the Mint 
price of gold, amounting to no less than 8 or 10 per cent.; the 
state of our coinage continuing in all respects the same.” Mr 
Thornton should have reflected, that at the time he wrote, specie 
could not be demanded at the Dank in exchange for notes; that 
this was a cause for the depreciation of the currency which Dr 
Smith could never have anticipated. If Mr Thornton had proved 
that there had been a fluctuation of 10 per cent. in the price of gold, 
while the Dank paid their notes in specie, and the coin was unde- 
based, he would then have convicted Dr Smith of * having treated 
this important subject in a defective and unsatisfactory manner." * 

But as all checks against the over-issues of the Bank are now 
removed by the act of parliament, which restricts them from paying 
their notes in specie, they are no longer bound by * fears for the 
safety of their establishment," to limit the quantity of their notes to 
that sum which shall keep them of the same value as the coin which 
they represent. Accordingly, we find that gold bullion has risen 
from 3/. 17s. 7}d., the average price previously to 1797, to 4l. 10s., 
and has been lately as high as 4l. 13s. per oz. 

* An excess in the market above the Mint price of gold or silver bullion, may, 
whilst the coins of both metals are legal tender, and there is no prohibition against the 
coinage of either metal, be caused by a variation in the relative value of those metals ; 
but an excess of the market above the Mint price proceeding from this cause will be 
at once perceived by its affecting only the price of one of the metals. Thus, gold would 
be at or below, while silver was above, its Mint price, or silver at or below its Mint 
price, whilst gold was above. 

In the latter end of 1795, when the Bank had considerably more notes in circulation 
than either the preceding or the subsequent year, when their embarrassments had already 
commenced, when they appear to have resigned all prudence in the management of 
their concerns, and to have constituted Mr Pitt sole director, the price of gold bullion 
did for a short time rise to 4l. 3s., or 4l. 4s. per oz. ; but thedirectors were not without 
thcir fears for the consequences. In a remonstrance sent by them to Mr Pitt, dated 
October 1795, after stating, “that the demand for gold not appearing likely soon to 
cease,” and “ that it had excited great apprehension in the court of directors,” they 
observe, “ The present price of gold being 4/. 3s. to 4l. 4s. t per ounce, and our guineas 
being to be purchased at 3/. 17s. 103d., clearly demonstrates the grounds of our fears ; 
it being only necessary to state those facts to the Chancellor of the Exchequer.” It is 


remarkable that no price of gold above the Mint price is quoted during the whole year 
in Wetenhall's list. In December it is there marked 34. 17s. 6d. 


t It is difficult to determine on what authority the directors made this assertion, as 
by a return lately made to parliament it appears that during the yeur 1795 they did 
not purchase gold bullion at a price higher than 3/. 17s. 6d. 
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We may, therefore, fairly conclude, that this difference in the 
relative value, or, in other words, that this depreciation in the 
actual value of bank notes has been caused by the too abundant 
quantity which the Bank has sent into circulation. The same 
cause which has produced a difference of from 15 to 20 per cent. 
in bank notes when compared with gold bullion, may increase it 
to 50 per cent. There can be no limit to the depreciation which 
may arise from a constantly increasing quantity of paper. The 
stimulus which a redundant currency gives to the exportation of 
the coin has acquired new force, but cannot, as formerly, relieve 
itself. We have paper-money only in circulation, which is neces- 
sarily confined to ourselves. Every increase in its quantity degrades 
it below the value of gold and silver bullion, below the value of the 
currencies of other countries. 

The effect is the same as that which would have been produced 
from clipping our coins. 

If one-fifth were taken off from every guinea, the market price 
of gold bullion would rise one-fifth above the Mint price. Forty- 
four guineas and a half (the number of guineas weighing a pound, 
and therefore called the Mint price), would no longer weigh a 
pound, therefore a fifth more than that quantity, or about 56l. 
would be the price of a pound of gold, and the difference between 
the market and the Mint price, between 56/. and 46/. 14s. 6d. would 
measure the depreciation. 

If such debased coin were to continue to be called by the name 
of guineas, and if the value of gold bullion and all other commo- 
dities were rated in the debased coin, a guinea fresh from the Mint 
would be said to be worth 10. 5s., and that sum would be given for 
it by the illicit trader; but it would not be the value of the new 

uinea which had increased, but that of the debased guineas which 

ad fallen. This would immediately be evident, if a proclamation 
were issued, prohibiting the debased guineas from being current 
but by weight at the Mint price of 3/. 17s. 104d.; this would be 
constituting the new and heavy guineas the standard measure of 
value, in lieu of the clipped and debased guineas. The latter would 
then pass at their true value, and be called 17 or 18 shillings- 
pieces. Soif a proclamation to the same effect were now enforced, 
bank notes would not be less current, but would pass only for 
the value of the gold bullion which they would purchase. A 
guinea would then no longer be said to be worth 1j. 5s., but a 
pound note would be current only for 16 or 17 shillings. At 
. present gold coin is only a commodity, and bank notes are the 
standard measure of value, but in that case gold coin would be 
that measure, and bank notes would be the marketable commodity. 

“Tt is,” says Mr Thornton, “the maintenance of our general 
exchanges, or, in other words, it is the agreement of the Mint 
price with the bullion price of gold, which seems to be the true 
proof that the circulating paper is not depreciated.” 
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When the motive for exporting gold occurs, while the Bank do 
not pay in specie, and gold cannot therefore be obtained at its 
Mint price, the small quantity that can be procured will be collected 
for exportation, and bank notes will be sold at a discount for gold 
in proportion to their excess. In saying, however, that gold is at 
a high price, we are mistaken ; it is not gold, it is paper which has 
changed its value. Compare an ounce of gold, or 3/. 17s. 103d. to 
commodities, it bears the same proportion to them which it has 
before done; and if it do not, it is referable to increased taxation, 
or to some of those causes which are so constantly operating on its 
value. Butif we compare the substitute of an ounce of gold, 3/. 
17s. 103d. in bank notes, with commodities, we shall then discover 
the depreciation of the bank notes. In every market of the world 
I am obliged to part with 4/. 10s. in bank notes to purchase the same 
quantity of commodities which I can obtain for the gold that is in 
3l. 178. 104d. of coin. 

It is often asserted, that a guinea is worth at Hamburgh 26 or 
28 shillings; but we should be very much deceived if we should 
therefore conclude that a guinea could be sold at Hamburgh for as 
much silver as is contained in 26 or 28 shillings. Before the altera- 
tion in the relative value of gold and silver, a guinea would not sell 
at Hamburgh for as much silver coin as is contained in 21 standard 
shillings; it will at the present market price sell for a sum of silver 
currency, which, if imported and carried to our Mint to be coined, 
will produce in our standard silver coin 21s. 5d.* 

It is nevertheless true, that the same quantity of silver will, at 
Hamburgh, purchase a bill payable in London, in bank notes, for 
26 or 28 shillings. Can there be a more satisfactory proof of the 
depreciation of our circulating medium ? 

t is said, that, if the Restriction-bill were not in force, every 
guinea would leave the country.f 

This is, no doubt, true; but if the Bank were to diminish the 
quantity of their notes until they had increased their value 15 
per cent., the restriction might be safely removed, as there would 
then be no temptation to export specie. However long it may be 
deferred, however great may be the discount on their notes, the 
Bank can never resume their payments in specie, until they first 
reduce the amount of their notes in circulation to these limits. 

The law is allowed by all writers on political economy to be a 
useless barrier against the exportation of guineas {it is so easily 
evaded, that it is doubted whether it has had the effect of keeping 
a single guinea more in England than there would have been 
without such law. Mr Locke, Sir J. Stuart, Dr A. Smith, Lord 


* The relative value of gold and silver is, on the Continent, nearly the same as in 
London. 

t It must be méant that every guinea in the Bank would leave the country; the 
temptation of 15 per cent. is amply sufficient to send those out which can be collected 
from the circulation. 
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Liverpool, and Mr Thornton, all agree on this subject. The latter 
gentleman observes, * that the state of the British law unquestion- 
ably serves to discourage and limit, though not effectually to hinder, 
that exportation of guineas which is encouraged by an unfavourable 
balance of trade, and perhaps scarcely lessens it when the profit on 
exportation becomes very great.” Yet, after every guinea that can 
in the present state of things be procured by the illicit trader has 
been melted and exported, he will hesitate before he openly buys 
guineas with bank notes at a premium, because, though considerable 
profit may attend such speculation, he will thereby render himself 
an object af suspicion. He may be watched, and prevented from 
effecting his object. As the penalties of the law are severe, and 
the temptation to informers great, sccrecy is essential to his opera- 
tions. When guineas can be procured by merely sending a bank 
note for them to the Dank, the law will be easily evaded ; but when 
it is necessary to collect them openly and from a widely diffused 
circulation, consisting almost wholly of paper, the advantage 
attending it must be very considerable before any one will encounter 
the risk of being detected. 

When we reflect that above 60 millions sterling have been coined 
into guineas during his present Majesty's reign, we may form some 
idea of the extent to which the exportation of gold must have been 
carricd.—But repeal the law against the exportation of guineas, 
permit them to be openly sent out of the country, and what.can 
prevent an ounce of standard gold in guineas from selling at as good 
a price for bank notes as an ounce of Portuguese gold coin, or 
standard gold in bars, when it is known to be equal to them in 
fineness? And if an ounce of standard gold in guineas would sell 
in the market, as standard bars do now, at 4/. 10s. per oz., or, as 
they have lately done, at 4/. 13s. per oz., what en AER would 
sell his goods at the same price either for gold or bank notes indif- 
ferently ? lf the price of a coat were 3/. 17s. 103d. or an ounce of 

old, and if at the same time an ounce of gold would sell for 4/. 13s., 
is it conceivable that it would be a matter of indifference to the 
tailor whether he were paid in gold or in bank notes ? 

It is only because a guinea will not purchase more than a pound- 
note and a shilling that many hesitate to allow that bank notes are 
at a discount. The Edinburgh Review supports the same opinion ; 
but, if my reqgoning be correct, I have shown such objections to be 

oundless. 

SOME Thornton has told us that an unfavourable trade will account 
for an unfavourable exchange ; but we have already seen that an 
unfavourable trade, if such be an accurate term, is limited in its 
effects on the exchange. That limit is probably 4 or 5 per cent. 
This will not account for a depreciation of 15 or 20 per cent. 
Moreover, Mr Thornton has told us, and I entirely agree with him, 
“that it may be laid down as a general truth, that the commercial 
exports and imports of a state naturally proportion themselves in 
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some degree to each other, and that the balance of trade, therefore, 
cannot continue for a very long time to be either highly favourable 
or highly unfavourable to a country." Now, the low exchange, so 
far from being temporary, existed before Mr Thornton wrote in 
1802, and has since been progressively increasing, and is now from 
15 to 20 per cent. against us. Mr Thornton must therefore, 
according to his own principles, attribute it to some more permanent 
cause than an unfavourable balance of trade, and will, I doubt not, 
whatever his opinion may formerly have been, now agree that it is 
to be accounted for only by the depreciation of the circulating 
medium. 

It can, I think, no longer be disputed that bank notes are at a 
discount. While the price of gold bullion is 4/. 10s. per oz., or, in 
other words, while any man vil consent to give that which professes 
to be an obligation to pay nearly an ounce and a sixth of an ounce 
of gold for an ounce, it cannot be contended that 4/. 10s. in notes 
and 4l. 10s. in gold coin are of the same value. 

An ounce of gold is coined into 3/. 17s. 103d.; by possessing that 
sum, therefore, I have an ounce of gold, and would not give 4/. 10s. 
in gold coin, or notes which I could immediately exchange for 
4l. 10s., for an ounce of gold. 

It is contrary to common sense to suppose that such could be the 
market value, unless the price were estimated in a depreciated 
medium. 

If the price of gold were estimated in silver, indeed, the price 
might rise to 4l., 5/., or 10/. an ounce, and it would of itself be no . 
proof of the depreciation of paper currency, but of an alteration in 
the relative value of gold and silver. I have, however, I think, 
proved that silver is not the standard measure of value, and there- 
fore not the medium in which the value of gold is estimated. But 
if it were, as an ounce of gold is only worth in the market 154 
ounces of silver, and as 154 ounces of silver is precisely equal in 
weight, and is therefore coined into 80 shillings, an ounce of gold 
ought not to sell for more than 4/. 

hose, then, who maintain that silver is the measure of value, 
cannot prove that any demand for gold which may have taken 
place, from whatever cause it may have proceeded, can have raised 
its price above 4l. per oz. All above that price must, on their own 
principles, be called a depreciation in the value of bank notes. It 
therefore follows, that if bank notes be the representative of silver 
coin, then an ounce of gold, selling as it now does for 4l. 10s., sells 
for an amount of notes which represent 174 ounces of silver, 
whereas, in the bullion market, it can only be exchanged for 154 
ounces. Fiftcen ounces and a half of silver bullion are therefore of 
equal value with an engagement of the Bank to pay to bearer 
seventeen ounces and a half. 

The market price of silver is at the present time 5s. 94d. per oZ., 
estimated in bank notes, the Mint price being only 5s. 2d., conse- 
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quently, the standard silver in 1004. is worth more than 112%, in 
bank notes. 

But bank notes, it may be said, are the representatives of our 
debased silver coin, and not of our standard silver. This is not 
true, because the law which I have already quoted declares silver 
to be a i tender for sums only not exceeding 25/., except by 
weight. the Bank insisted on paying the holder of a bank note 
of 1000/. in silver coin, they would be bound either to give him 
standard silver of full weight, or debased silver of an equal value, 
with the exception of 25l., which they might pay him in debased 
coin. But the 10007., so consisting of 975l. pure money, and 25/. 
debased, is worth more than 1,112/. at the present market value of 
ailver bullion. 

It is said that the amount of bank notes has not increased in a 
greater proportion than the augmentation of our trade required, 
and therefore cannot be excessive. This assertion would be difficult 
to prove, and if true, no argument but what is delusive could be 
founded on it. In the first place, the daily improvements which 
we are making in the art of economizing the use of circulating 
medium by improved methods of banking, would render the same 
amount of notes excessive now which were necessary for the same 
state of commerce at a former period. Secondly, there is a constant 
competition between the Bank of England and the country banks 
to establish their notes, to the exclusion of those of their rivals, in 
every district where the country banks are established. 

As the latter have more than doubled in number within very few 
years, is it not probable that their activity may have been crowned 
with success, in displacing with their own notes many of those of 
the Bank of England? 

If this have ha pened, the same amount of Bank of England 
notes would now be excessive, which, with a less extended com- 
merce, was before barely sufficient to keep our currency on a level 
with that of other countries. No just conclusion can, therefore, 
be drawn from the actual amount of bank notes in circulation, 
though the fact, if examined, would, I have no doubt, be found to 
be that the increase in the amount of bank notes, and the high 
price of gold, have usually accompanied each other. 

It is doubted whether 2 or 3 millions of bank notes (the sum 
which the Bank is supposed to have added to the circulation, over 
and above the amount which it will easily bear) could have had 
such effects as are ascribed to them; but it should be recollected, 
that the Bank regulate the amount of the circulation of all the 
country banks, and it is probable that, if the Bank increase their 
issues 3 millions, they enable the country banks to add more than 
3 millions to the general circulation of England. 

he money of a particular country is divided amongst its different 
provinces by the same rules as the money of the world is divided 
amongst the different nations of which it is composed. Each 
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district will retain in its circulation such a proportionate share of 
the currency of the country as its trade, and consequently its pay- 
ments, may require, compared to the trade of the whole; ind no 
increase can take place in the circulating medium of one district, 
without being generally diffused, or calling forth a proportionable 
quantity in every other district. It is this which keeps a country 
bank note always of the same value as a Bank of England note. 
If in London, where Bank of England notes only are current, 
] million be added to the amount in circulation, the currency will 
become cheaper there than elsewhere, or goods will become dearer. 
Goods will, therefore, be sent from the country to the London 
market to be sold at the high prices, or, which is much more 
probable, the country banks will take advantage of the relative 
deficiency in the country currency, and increase the amount of 
their notes in the same proportion as the Dank of England had 
done; prices would then be generally, and not partially, affected. 

In the same manner, if Dank of England notes be diminished 
1 million, the comparative value of the currency of London will be 
increased, and the prices of goods diminished. A Bank of England 
note will then be more valuable than a country bank note, because 
it will be wanted to purchase goods in the cheap market; and as 
the country banks are obliged to give Dank of England notes for 
their own when demanded, they would be called upon for them till 
the quantity of country paper should be reduced to the same pro- 
portion which it before bore to the London paper, ope a 
corresponding fall in the prices of all goods for which it was 
exchangeable. 

The country banks could never increase the amount of their 
notes, unless to fill up a relative deficiency in the country currency, 
caused by the increased issues of the Bank of England.* If they 
attempted it, the same check which compelled the Bank of England 
to withdraw part of their notes from circulation when they used to 
pay them on demand in specie, would oblige the country banks to 
adopt the same course. Their notes would, on account of the 
increased quantity, be rendered of less value than the Bank of 
England notes, in the same manner as Bank of England notes were 
rendered of less value than the guineas which they represented. 
They would therefore be exchanged for Bank of England notes 
until they were of the same value. 

The Bank of England is the great regulator of the country paper. 
When they increase or decrease the amount of their notes, the 
country banks do the same; and in no case can country banks add 
to the general circulation unless the Bank of England shall have 
previously increased the amount of their notes. 

It is contended, that the rate of interest, and not the price of 
gold or silver bullion, is the criterion by which we may always 


* They might, on some occasions, displace Bank of England notes, but that consi- 
deration does not affect the question which we are now discussing. 
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judge of the abundance of paper money; that if it were too abundant, 
interest would fall, and if not sufficiently so, interest would rise. It 
can, I think, be made manifest, that the rate of interest is not 
regulated by the abundance or scarcity of money, but by the abun- 
dance or scarcity of that part of capital not consisting of money. 

* Money,” observes Dr A. Smith, “the great wheel of circulation, 
the great instrument of commerce, like.all other instruments of 
trade, though it makes a part, and a very valuable part of the 
capital, makes no part of the revenue of the society to which it 
belongs; and though the metal pieces of which it is composed, in 
the course of their annual circulation, distribute to every man the 
revenue which properly belongs to him, they make themselvés no 
part of that revenue. 

*« When we compute the quantity of industry which the circu- 
lating capital of any society can employ, we must always have 
regard to those parts of it only which consist in provisions, materials, 
and finished work: the other, which consists in money, and which 
serves only to circulate those three, must always be deducted. In 
order to put industry into motion, three things are requisite :— 
materials to work upon, tools to work with, and the wages or 
recompense for the sake of which the work is done. Money is 
neither a material to work upon nor a tool to work with; and 
though the wages of the workmen are commonly paid to him in 
money, his real revenue, like that of all other men, consists not in 
money, but in money's worth; not in the'metal pieces, but what 
can be got for them." 

And in other parts of his work, it is maintained, that the disco- 
very of the mines in America, which so greatly increased the 
quantity of money, did not lessen the interest for the use of it ; the 
rate of interest being regulated by the profits on the employment 
of capital, and not by the number or quality of the pieces of metal 
which are used to circulate its produce. 

Mr Hume has supported the same opinion. The value of the 
circulating medium of every country bears some proportion to the 
value of the commodities which -it circulates. In some countries 
this proportion is much greater than in others, and varies, on some 
occasions, in the same country. It depends upon the rapidity of 
circulation, upon the degree of confidence and credit existing 
between traders, and, above all, on the judicious operations of 
banking. In England, so many means of economizing the use of 
cireulating medium have been adopted, that its value, compared 
with the value of the commodities which it circulates, is Srobabhy 
(during a period of confidence*) reduced to as small a proportion 
as is practicable. What that proportion may be has been variously 
estimated. 

No increase or decrease of its quantity, whether consisting of 


* In the following observations, I wish it to be understood as supposing always the 
same degree of confidence and credit to exist. 
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gold, silver, or paper money, can increase or decrease its value 
above or below this proportion. If the mines cease to supply the 
annual consumption of the precious metale, money will become more 
valuable, and a smaller quantity will be employed as a circulating 
medium. The diminution in the quantity will be proportioned to 
the increase of its value. In like manner, if new mines be disco- 
vered, the value of the precious metals will be reduced, and an 
increased quantity used in the circulation; so that in either case 
the relative value of money to the commodities which it circulates 
will continue as before. 

If, whilst the Bank paid their notes on demand in specie, they 
were to increase their quantity, they would produce little permanent 
effect on the value of the currency, because nearly an equal quantity 
of the coin would be withdrawn from circulation and exported. 

If the Bank were restricted from paying their notes in specic, 
and all the coin had been exported, any excess of their notes would 
depreciate the value of the circulating medium in proportion to the 
excess. If 20 millions had been the circulation of England before 
the restriction, and 4 millions were added to it, the 24 millions 
would be of no more value than the 20 were before, provided commo- 
dities had remained the same, and there had been no corresponding 
exportation of coins; and if the Bank were successively to increase 
it to 50 or 100 millions, the increased quantity would be all absorbed 
in the circulation of England, but would be, in all cases, depreciated 
to the value of the 20 millions. 

I do not dispute, that if the Dank were to bring a large additional 
sum of notes into the market, and offer them on loan, but that they 
would for a time affect the rate of interest. The same effects would 
follow from the discovery of a hidden treasure of gold or silver coin. 
If the amount were large, the Dank, or the owner of the treasure, 
might not be able to lend the notes or the money at 4, nor per- 
haps above 3 per cent.; but having done so, neither the notes, 
nor the money, would be retained unemployed by the borrowers ; 
they would be sent into every market, and would every where raise 
the prices of commodities, till they were absorbed in the general 
circulation. It is only during the interval of the issucs of the Bank, 
and their effect on prices, that we should be sensible of an abun- 
dance of money ; interest would, during that interval, be under its 
natural level; but as soon as the additional sum of notes or of 
money became absorbed in the general circulation, the rate of 
interest would be as high, and new loans would be demanded with 
as much eagerness as before the additional issucs. 

The circulation can never be over full. If it be onc of gold and 
silver, any increase in its enny will be spread over the world. 
If it be one of paper, it will diffuse itself only in the country where 
it is issued. Its effects on prices will then be only local and nominal, 
as a compensation by means of the exchange will be made to foreign 
purchasers. 
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To suppose that any increased issues of the Dank can have the 
effect of permanently lowering the rate of interest, and satisfying 
the demands of all borrowers, so that there will be none to apply 
for new loans, or that a productive gold or silver mine can have 
such an effect, is to attribute a power to the circulating medium 
which it can never possess. Banks would, if this were possible, 
become powerful engines indeed. By creating paper money, and 
lending 1t at 3 or 2 per cent. under the present market rate of interest, 
the Bank would reduce the profits on trade in the same proportion ; 
and if they were sufficiently patriotic to lend their notes at an 
interest no higher than necessary to pay the expenses of their esta- 
blishment, profits would be still further reduced ; no nation, but by 
similar means, could enter into competition with us, we should 
engross the trade ofthe world. To what absurdities would not such 
a theory lead us! Profits can only be lowered by a competition of 
capitals not consisting of circulating medium. As the increase of 
bank notes does not add to this species of capital, as it neither 
increases our exportable commodities, our machinery, or our raw 
materials, it cannot add to our profits nor lower interest.* 

When any one borrows money for the purpose of entering into 
trade, he borrows it as a medium by which he can possess himself 
of * materials, provisions, &c.," to carry on that trade; and it can 
be of little consequence to him, provided he obtain the quantity of 
materials, &c., necessary, whether he be obliged to borrow a 
thousand, or ten thousand pieces of money. If he borrow ten 
thousand, the produce of his manufacture will be ten times the 
nominal value of what it would have been, had one thousand been 
sufficient for the same purpose. The capital actually employed in 
the country is necessarily limited to the amount of the * materials, 
provisions, &c.," and might be made equally productive, though not 
with equal facility,iftrade were carried on wholly by barter. The suc- 
cessive possessors of the circulating medium have the command over 
this capital: but however abundant may be the quantity of money 
or of bank notes; though it may increase the nominal prices of 
commodities ; though it may distribute the productive capital in 
different proportions ; though the Bank, by increasing the quantity 
of their notes, may enable À to carry on part of the business for- 
merly engrossed by B and C, nothing will be added to the real 
revenue and wealth of the country. and C may be injured, and 
A and the Bank may be gainers, but they will gain exactly what 
D and C lose. There will be a violent and an unjust transfer of 
property, but no benefit whatever will be gained by the community. 


* I have already allowed that the Bank, as far as they enable us to turn our coin 
into “ materials, provisions, &c.” have produced a national benefit, as they have 
thereby increased the quantity of productive capital; but I am here speaking of an 
excess of their notes, of that quantity which adds to our circulation without effecting 
any corresponding exportation of coin, and which, therefore, degrades the notes below 
the value of the bullion contained in the coin which they represent. 
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For these reasons I am of opinion that the funds are not indebted 
for their high price to the depreciation of our currency. Their price 
must be regulated by the general rate of interest given for money. 
If before the depreciation I gave thirty years purchase for land, 
and twenty-five for an annuity in the stocks, I can, after the depre- 
ciation, give a larger sum for the purchase of land, without giving 
more years' purchase, because the produce of the land will sell for 
a greater nominal value in consequence of the depreciation; but as 
the annuity in the funds is paid in the depreciated medium, there 
can be no reason why I should give a greater nominal value for it 
after than before the depreciation. 

If guineas were degraded by clipping to half their present value, 
every commodity as well as land would rise to double its present 
nominal value; but as the interest of the stocks would be paid in 
the degraded guineas, they would, on that account, experience no 


e. 

The remedy which I propose for all the evils in our currency, is 
that the Bank should gradually decrease the amount of their notes 
in circulation until they shall have rendered the remainder of equal 
value with the coins which they represent, or, in other words, till 
the prices of gold and silver bullion shall be brought down to their 
Mint price. 1 am well aware that the total failure of paper credit 
would be attended with the most disastrous consequences to the 
trade and commerce of the country, and even its sudden limitation 
would occasion so much ruin and distress, that it would be highly 
inexpedient to have recourse to it as the means of restoring our 
currency to its just and equitable value. 

If the Dank were possessed of more guineas than they had notes 
in circulation, they could not, without great injury to the country, 
pay their notes in specie, while the price of gold bullion continued 
greatly above the Mint price, and the foreign exchanges unfavour- 
able to us. The excess of our currency would be exchanged for 
guineas at the Bank, and exported, and would be suddenly with- 
drawn from circulation. Before, therefore, they can safely pay in 
specie, the excess of notes must be gradually withdrawn from circu- 
lation. If gradually done, little inconvenience would be felt; so 
that the principle were fairly admitted, it would be for future con- 
sideration whether the object should be accomplished in one year 
or in five. I am fully persuaded that we shall never restore our 
currency to its equitable state, but by this preliminary step, or by 
the total overthrow of our paper credit. 

If the Bank directors had kept the amount of their notes within 
reasonable bounds ; if they had acted up to the principle which they 
have avowed to have been that which regulated their issues when they 
were obliged to pay their notes in specie, namely, to limit their notes to 
that amount which should prevent the excess of the market above the 
Mint price of gold, we should not have been now exposed to all the evils 
of a depreciated, and perpetually varying currency. 
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Though the Bank derive considerable advantage from the present 
system, though the price of their capital stock has nearly doubled 
since 1797, and their dividends have proportionally increased, I am 
ready to admit with Mr Thornton, that the directors, as monied 
men, sustain losses in common with others by a depreciation of the 
currency, much more serious to them than any advantages which 
they may reap from it as proprietors of Bank stock. I do, there- 
fore, acquit them of being influenced by interested motives, but 
their mistakes, if they are such, are in their effects quite as perni- 
cious to the community. 

The extraordinary powers with which they are intrusted enable 
them to regulate at their pleasure the price at which those who are 
possessed of a particular kind of property, called money, shall dis- 
pose of it. The Bank directors have imposed upon these holders 
of money all the evils of a maximum. To-day it is their pleasure 
that 4/. 10s. shall pass for 3/. 17s. 101d., to-morrow they may degrade 
4l. 15s. to the same value, and in another year 10/. may not be 
worth more. By what an insecure tenure is property consisting of 
money or annuities paid in money held! What security has the 
publie creditor that the interest on the public debt, which is now 
paid in a medium depreciated 15 per cent., may not hereafter be 
paid in one degraded 50 per cent.? The injury to private creditors 
is not less serious. A debt contracted in 1797 may now be paid 
with 85 per cent. of its amount ; and who shall say that the depre- 
ciation will go no further? 

The following observations of Dr Smith on this subject are so 
important, that [ cannot but recommend them to the serious atten- 
tion of all thinking men. 

* The raising the denomination of the coin has been the most 
usual expedient by which a real public bankruptcy has been dis- 

uised under the appearance of a pretended payment. Ifa sixpence, 
for example, should, either by act of parliament, or royal proclama- 
tion, be raised to the denomination of a shilling, and twenty six- 
pences to that of a pound sterling, the person who under the old 
denomination had borrowed twenty shillings, or near four ounces of 
silver, would, under the new, pay with twenty sixpenccs, or with 
something less than two ounces. A national debt of about 120 
millions, nearly the capital of the funded debt of Great Britain, 
might in this manner be paid with about 64 millions of our present 
money. lt would indeed be a pretended payment only, and the 
creditors of the public would be defrauded of ten shillings in the 
pound of what was due to them. The calamity, too, would extend 
much further than to the creditors of the public, and those of every 
private person would suffer a proportionable loss ; and this without 
any advantage, but in most cases with a great additional loss to the 
creditors of the public. Ifthe creditors of the public, indeed, were 
generally much in debt to other people, they might in some measure 
compensate their loss by paying their creditors in the same coin in 
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which the public had paid them. But in most countries the credi- 
tors of the public are the greater part of them wealthy people, who 
stand more in the relation of creditors than in that of debtors towards 
the rest of their fellow citizens. A pretended payment of this kind, 
therefore, instead of alleviating, aggravates in most cases the loss of 
the creditors of the public ; and without any advantage to the public, 
extends the calamity to a great number of other innocent people. 
It occasions a general and most pernicious subversion of the fortunes 
of private people; enriching in most cases the idle and profuse 
debtor at the expense of the industrious and frugal creditor, and 
transporting a great part of the national capital from the hands 
which are likely to increase and improve it, to those which are likely 
to dissipate and destroy it. When it becomes necessary for a state 
to declare itself bankrupt, in the same manner as when it becomes 
necessary for an individual to do so, a fair, open, and avowed bank- 
ruptcy is always the measure which is both least dishonourable to 
the debtor, and least hurtful to the creditor. The honour of a state 
is surely very poorly provided for, when, in order to cover the 
disgrace of a real bankruptcy, it has recourse to a juggling trick of 
this kind, so easily seen through, and at the same time so extremely 
pernicious.” 

These observations of Dr Smith on a debased money are equally 
applicable to a depreciated paper currency. He has enumerated 
but a few of the disastrous consequences which attend the debase- 
ment of the circulating medium, but he has sufficiently warned us 
against trying such dangerous experiments. It will be a circum- 
stance ever to be lamented, if this great country, having before its 
eyes the consequences of a forced paper circulation in America and 

rance, should persevere in a system pregnant with so much disas- 
ter. Let us hope that she will be more wise. It is said, indeed, 
that the cases are dissimilar: that the Bank of England is indepen- 
dent of Government. If this were true, the evils of a superabundant 
circulation would not be less felt; but it may be questioned whether 
a bank lending many millions more to Government than its capital 
and savings, can be called independent of that Government. 

When the order of council for suspending the cash payments 
became necessary in 1797, the run upon the Bank was, in my 
opinion, caused by political alarm alone, and not by a superabun- 
dant, or a deficient quantity (as some have supposed) of their notes 
in circulation.* 

This is a danger to which the Dank, from the nature of its insti- 
tution, is at all times liable. No prudence on the part of the direc- 
tors could perhaps have averted it : but if their loans to Government 
had been more limited ; if the same amount of notes had been issued 
to the public through the medium of discounts; they would have 
been able, in all probability, to have continued their payments till 


* Atthat period the price of gold kept steadily under its Mint price. 
T 
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the alarm had subsided. At any rate, as the debtors to the Bank 
would have been obliged to discharge their debta in the space of 
sixty days, that being the longest period for which any bill dis- 
counted by the Bank has to run, the directors would in that time, 
if necessary, have been enabled to redeem every note in circulation. 
It was then owing to the too intimate connexion between the Bank 
and Government that the restriction became necessary ; it is to 
that cause, too, that we owe its continuance. 

To prevent the evil consequences which may attend the perse- 
verance in this system, we must keep our eyes steadily fixed on 
the repeal of the restriction bill. 

The only legitimate security which the public can possess against 
the indiscretion of the Dank is to oblige them to pay their notes 
on demand in specie; and this can only be effected by diminishing 
the amount of bank notes in circulation till the nominal price of 
gold be lowered to the Mint price. 

Here I will conclude, happy if my fecble efforts should awaken 
the publie attention to a due consideration of the state of our 
circulating medium. I am well aware that I have not added to the 
stock of information with which the public has been enlightened by 
many able writers on the same important subject. I have had no 
such ambition. My aim has been to introduce a calm and dispas- 
sionate inquiry into a question of great importance to the State, 
and the neglect of which may be attended with consequences which 
every friend of his country would deplore. 
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APPENDIX. 


OBSERVATIONS ON SOME PASSAGES IN AN ARTICLE IN THE EDINBURGH 
REVIEW, ON THE DEPRECIATION OF PAPER CURRENCY ; ALSO SUGGESTIONS 
FOR SECURING TO THE PUBLIC A CURRENCY AS INVARIABLE AS GOLD, WITH 
A VERY MODERATE SUPPLY OF THAT METAL. 


Tuae public having called for a new edition of this pamphlet, I avail myself of the 
occasion to consider the observations which the Edinburgh Reviewers, in the last number 
of their publication, have done me the honour to make on some of the passages con- ' 
tained in it. Iam induced to do this from the conviction that discussion on every 
point connected with this important subject will hasten the remedy against the existing 
abuse, and will tend to secure us against the risk of its recurrence in future. 

In the article on the depreciation of moncy, the Reviewers observe, * The great 
fault of Mr Ricardo's performance is the partial view which he takes of the causes 
which operate upon the course of exchange. He attributes," they say, “ a favourable 
or an unfavourable exchange erclusively to a redundant or deficient currency, and 
overlooks the varying desires and wants of different societies as an original cause of a 
temporary excess of imports above exports, or exports above imports.” They then 
comment on the passage in which I have maintained that a bad harvest will not occa- 
sion the export of money, unless moncy is relatively cheap in the exporting country, 
and conclude their observations by giving it as their decided opinion, that the expor- 
tation of money in the supposed case of a bad harvest, “is not occasioned by its 
cheapness. It is not, as Mr Ricardo endeavours to persuade us, the cause of the 
unfavourable balance instead of the effect. It ia not merely a salutary remedy for a 
redundant currency : but it is owing precisely tothe cause mentioned by Mr Thornton 
—the unwillingness of the creditor nation to receive a great additional quantity of 
goods not wanted for immediate consumption without being bribed to it by excessive 
cheapness ; and its willingness to receive bullion—the currency of the commercial 
world—without any such bribe. Zt is unquestionably true, as stated by Mr Ricardo, that 
no nation will pay a debt in the precious metals if it can do it cheaper by commodities ; but 
the prices of commodities are liable to great depressions from a glut in the market ; 
whereas the precious metals, on account of their having been constituted by the uni- 
versal consent of society the general medium of exchange and instrument of commerce, 
will pay a debt of the largest amount at its nominal estimation, according to the 
quantity of bullion contained in the respective currencies of the countries in question, 
and, whatever variations between the quantity of currency aud commodities may be 
stated to take place subsequent to the commencement of these transactions, it cannot 
be for a moment doubted that the cause of them is to be found in the wants and 
desires of one of the two nations, and not in any original redundancy or deficiency of 
currency in cither of them." 

They agree with me, * that no nation will pay a debt in the precious metals, if it 
can do it cheaper by commodities, but the prices of commodities,” they say, “ are liable 
to great depressions from a glut in the market ;" of course they must mean in the foreign 
market, and then the words express the opinion which they are endeavouring to con- 
trovert, viz. that when [ode cannot be sent out so advantageously as money, mone 
will be exported, —which is another way of saying that moncy will never be exported, 
unless it is relatively redundant with commodities, as compared with other countries. 
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Yet, immediately after, they contend, that the exportation of the “ precious metals is 
the effect of a balance of trade,* originating in causes which may exist without any 
relation whatever to redundancy or deficiency of currency.” ‘These opinions appear 
to me directly contradictory. If, however, the precious metals can be exported from 
a country in exchange for commodities, although they should be as dear in the export- 
ing as in the importing country, what are the cffects which will follow from such im- 
provident exportation ? 

* A comparative deficiency in one country, and redundancy in the other," say the 
Reviewers, p. 343, “and this state of things could not fail to have a speedy effect in 
changing the direction of the balance of payments, and in restoring that equilibrium 
of the precious metals, which had been for a time disturbed by the naturally unequal 

“wants and neccssities of the countries which trade with each other." Now it would 
have been well if the Reviewers had told us at what point this re-action would com- 
mence,—as at the first viewit appears that the same law which will permit money 
to be exported from a country, when it is no cheaper than in the importing country, 
may also allow it to be exported when it is actually dearer. It is self-interest which 
regulates all the speculations of trade, and where that can be clearly and satisfactorily 
ascertained, we should not know where to stop if we admitted any other rule of action. 
They should have explained to us therefore, why, if the demand for the commodity 
imported should continue, the country importing might not be entirely exhausted of 
its coin and bullion. What is under such circumstences to check the exportation of 
the currency? The Reviewers say, because “a country with a diminished quantity 
of bullion would evidently soon be limited in its powers of paying with the precious 
metals." Why soon? j^ it not admitted “ that excess and deficiency of currency are 

only relative terms; that the circulation of a country can never be superabundant,” 
(and therefore can never be deficient), * except in relation to other countries.” Does 
it not follow from these admissions, that if the balance of trade may become unfavour- 
able to a country, though its currency be not relatively superabundant, that there is 
no check against the exportation of its coin, whilst any amount of money remains in 
circulation; as the diminished sum (by acquiring a new valuc), will as readily and 
as effectually make the required payments as the larger sum did before? A succes- 
sion of bad kara might, on this principle, drain a country of its money, whatever 
might be its amount, although it consisted exclusively of the precious metals. The 
observation that its diminished value in the importing country, and its increasing 
value in the exporting country, would make it revert again to the old channel, does 
not answer the objection. When will this happen? and in exchange for what will it 
be returned? The answer is obvious—for commodities. The ultimate result then of 
all this exportation and importation of money, is that one country will have imported 
one commodity in exchange for another, and the coin and bullion will in both coun- 
tries have regained their natural level. Is it to be contended that these results would 
not be foreseen, and the expense and trouble attending these needless operations 
effectually prevented, in a country where capital is abundant, where every possible 
economy in trade is practised, and where competition is pushed to its utmost limits? 
Is it conceivable that money should be sent abroad for the purpose merely of render- 
ing it dear in this country and cheap in another, and by such means to insure its 
return to us? 

It is particularly worthy of observation that so deep-rooted is the prejudice which 
considers coin and bullion as things essentially differing in all their operations from 
other commodities, that writers greatly enlightened upon the general truth of political 
economy seldom fail, after having requested their readers to consider money and 
bullion merely as commodities subject to “the same general principle of supply and 
demand which are unquestionably the foundation on which the whole superstructure 
of political economy is built ;" to forget this recommendation themselves, and to argue 
upon the subject of money, and the laws which regulate its export and import, as 
quite distinct and different from those which regulate the export and import of other 
commodities. Thus the Reviewers, if they had been speaking of coffee or of sugar, 
would have denied the possibility of those articles being exported from England to the 
Continent, unless they were dearer there than here. It would have been in vain to 
have urged to them, that our harvest had been bad, and that we were in want of corn; 
they would confidently and undeniably have proved that to whatever degree the 


* We are here speaking of a balance of trade abstracted from a balance of payments. A balance 
of trade may be favourable whilst a balance of payments is unfavourable. It is the balance of pay- 
ments only which operates on the exchange. 
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scarcity of corn might have existed, it would not have been possible for England to 
send, or for France (for example) to be willing to receive, coffee or sugar in return 
for corn, whilst coffee or sugar cost more money in England than in France. What! 
they would have said, do you believe it possible for us to send a parcel of coffee to 
France to sell there for 100/. when that coffee cost here 1054. —when by sending 100/. 
of the 1054. we should equally discharge the debt contracted for the imported corn? 
And, I say, do you believe it possible that we shall agree to send, or France agree to 
receive (if the transaction is on her account) 1007. in money, when 95/. invested in 
coffze and exported will be equally valuable as the 1004. when it arrives in France ? 
But coffee is not wanted in France, there is a glut of it;—allowed, but money is 
wanted still less, and the proof is, that a hundr unds’ worth of coffee will sell for 
more than a hundred pounds’ worth of money. The only proof which we can possesse 
of the relative cheapness of money in two places, is by comparing it with commodities. 
Commodities measure the value of money in the same manner as money measures the 
value of commodities. If, then, commodities will ee more money in England 
than in France, we may justly say that money is cheaper in England, and that it is 
exported to jind its level, not to destroy it. After comparing the relative value of 
coffee, sugar, ivory, indigo, and all other exportable commodities in the two markets, 
if I persist in sending money, what further proof can be required of money being 
actually the cheapest of all these commodities in the English market, in relation 
to the foreign markets, and therefore the most profitable to be exported? What 
further evidence is necessary of the relative redundance and cheapness of money 
between France and England, than that in France it will purchase more corn, 
a indigo, more coffee, more sugar, more of every exportable commodity than in 
ngland ? 

I may, indeed, be told that the Reviewer’s supposition is not that coffee, sugar, 
indigo, ivory, &c. &c., are cheaper than money, but that these commodities and money 
are equally cheap in both countries, that is to say, that one hundred pounds sent in 
money, or invested in coffee, sugar, indigo, ivory, &c., &c., will be of equal value in 
France. If the value of all these commodities were so nicely poised, what would 
determine an exporter to send the one in preference to the other in exchange for 
corn, in relation to which they are all cheaper in England? If he sends money, and 
thereby destroys the natural level, we are told by the Reviewers that money would, 
on account of its increasing quantity in France and its decreasing quantity in England, 
become cheaper in France than in England, and would be re-imported in exchange 
for goods, till the level were restored. But, would not the same effects take place if 
coflee or any of thc other commodities were exported, whilst they were equally valuable 
in relation to money in both countries? Would not the equilibrium between supply 
and demand be destroyed, and would not the diminished value of coffee, &c., in con- 
sequence of their increased quantity in France and their increased value in England, 
from their diminished quantity, produce their re-importation into England? Any of 
these commodities might be exported without producing much inconvenience from 
their enhanced price ; whereas money, which circulates all other commodities, and the 
increase or diminution of which, even in a moderate proportion, raises or falls prices 
in an extravagant degree, could not be exported without the most serious consequences. 
Here, then, we see the defective principle of the Reviewers. On my system, however, 
there would be no difficulty in Mer AL es mode in which, in a case so extremely 
improbable as that of an equal value in both countries for all commoditics, money 
included, and corn alone excepted, the returns would be made so as to preserve the 
relative amount and the relative value of their respective currencies. 

If the circulating medium of England consisted wholly of the precious metals, and 
were a fiftieth part of the value of the commodities which it circulated, the whole 
amount of money which would, under the circumstances supposed, be exported in 
exchange for corn, would be a fiftieth part of the value of such corn: for tho rest we 
should export commodities, and thus would the proportion between money and com- 
modities be equally preserved in both countries. England, in consequence of a bad 
harvest, would come under the case mentioned at page 263—of a country having 
been deprived of a part of its commodities, and therefore requiring a diminished 
amount of circulating medium. The currency, which was before equal to her pay- 
ments, would now become superabundant, and relatively cheap, in the proportion of 
one fifticth part of her diminished production ; the exportation of this sum, therefore, 
would restore the value of her currency to the value of the currencies of other 
countries. ‘Thus, it appears to be satisfactorily proved, that a bad harvest operates on 
the exchange in no other way than by causing the curreney, which was before at its 
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just level, to become redundant, and thus is the principle that an unfavourable exchange 
may always be traced to a relatively redundant currency most fully exemplified. 

if we can suppose that, after an unfavourable harvest, when England has occasion 
for an unusual importation of corn, another nation is possessed of a superabundance 
of that article, * but has no wants for any commodity whatever,” it would unquestionably 
follow that such nation would not export its corn in exchange for commodities; but 
neither would it export corn for money, as that is a commodity which no nation ever 
wants absolutely, but relatively, as is expressly admitted by the Reviewers. The case 
is, however, impossible, because a nation possessed of every commodity necessary for 
the consumption and enjoyment of all its inhabitants who have wherewithal to 
purchase them, will not let the corn which it has over and above what it can consume, 

“rot in its granarics. Whilst the desire of accumulation is not extinguished in the 
breast of man, he will be desirous to realise the excess of his productions, above his 
own consumption, into the form of capital. This he can only do by employing, 
himself, or by loans to others enabling them to employ an additional number of 
labourers, as it is by labour only that revenue is realised into capital. If his revenue 
be corn, he will be disposed to exchange it fur fuel, meat, butter, cheese, and other 
commodities in which the wages of labour are usually expended, or, which is the same 
thing, he will sell his corn for money, pay the wages of his labourers in money, and 
thereby create a demand for those commodities which may be obtained from other 
countries in exchange for the superfluous corn. Thus will be reproduced to him 
articles more valuable, which he may again employ in the same manner, adding to his 
own riches, and augmenting the wealth and resources of his country. 

No mistake can be greater than to suppose that a nation can petal b without wants for 
commodities of some sort. It may possess too much of one or more commodities for 
which it may not find a market at home. It may have more sugar, coffee, tallow, 
than it can either consume or dispose of, but no country ever possessed a general glut 
of all commodities. It is evidently impossible. If & country possesses every thing 
necessary for the maintenance and comfort of man, and these articles be divided in 
the proportions in which they are usually consumed, they are sure, however abundant, 
to find a market to take them off. It follows, therefore, that, whilst a country is in 
possession of a commodity for which there is no demand at home, it will be desirous 
of exchanging it for other commodities in the proportion in which they are consumed. 

No nation grows corn, or any other commodity, with a view to realise its value in 
money (the case supposed, or involved in the case supposed, by the Reviewers), as 
this would be the most unprofitable object to which the labour of man could be 
devoted. Money is precisely that article which, till it is re-exchanged, never adds to 
the wealth of a country; accordingly we find, that to increase its amount is never the 
voluntary act of any country any more than it is that of any individual. Money is 
forced upon them only in consequence of the relatively less value which it possesses 
in those countries with which they have intercourse. 

Whilst a country employs the precious metals for money, and has no mines of its 
own, it is a conceivable case that it may greatly augment the amount of the produc- 
tions of its land and labour without adding toits wealth, because at the same time those 
countries which are in possession of the mines may possibly have obtained so enormous a 
supply of the precious metals as to have forced an increase of currency on the indus- 
trious country, equal in value to the whole of its increased productions. But by so 
doing the augmented currency, added to that which was before employed, will be of 
no more real value than the original amount of currency. Thus then will this indus- 
trious nation become tributary to those nations which are in possession of the mines, 
and will carry on a trade in which it gains nothing and loses every thing. 

That the exchange is in a constant state of fluctuation with all countries I am not 
disposed to deny, but it does not generally vary to those limits at which remittances 
can be more advantageously made by means of bullion than by the purchase of bills. 
Whilst this is the case, it cannot be disputed that imports are balanced by exports. 
The varying demands of all countries may be supplied, and the exchanges of all 
deviate in some degree from par, if the currency of any one of them is either redun- 
dant or deficient, as compared with the rest. Suppose England to send goods to 
Holland, and not to find there any commodities which suit the English market; or, which 
is the same thing, suppose that we can purchase those commodities cheaper in France. 
In this casc we confine our operation to the sale of goods in Holland, and the purchase 
of other goods in France. The currency of England is not disturbed by either trans- 
action, as we shall pay France by a bill on Holland, and there will neither be an excess 
of imports nor of exports. The exchange may, however, be favourable to us with 
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Holland, and unfavourable with France; and will be so, if the account be not balanced 
by the importation into France of goods from Holland, or from some country indebted 
to Holland. If there be no such importation, it can arise only from a relative redun- 
dancy of the circulation of Holland, as compared with that of France, and in payment 
of the bill it will suit both those countries that bullion should be transmitted. If the 
balance be settled by the transmission of goods, the exchange between all the three 
countries will be at par. If, by bullion, the exchange between Holland and England will 
be as much above par as thatbetween France and England willbe below the par, and the 
difference will be equal to the expenses attending the passage of bullion from Holland 
to France. It will make no difference in the result, if every nation of the world were 
concerned in the transaction. England having bought goods from France and sold 
goods to Holland, France might have purchased to the same amount from Italy ; Italy. 
may have done the same from Russia, Russia from Germany, and Germany within 
100,0002. of the same amount from Holland; Germany might require this amount of 
bullion either to supply a deficient currency, or for the fabrication of plate. All these 
various transactions would be settled by bills of exchange, with the exception of the 
100,000/., which would be either transmitted from an existing redundancy of coin or 
bullion in Holland, or it would be collected by Holland from the ditferent currencies 
of Europe. It is not contended, as the Reviewers infer, * that a bad harvest, or the 
necessity of paying a subsidy in one country should be immediately and invariably 
accompanied by an unusual demand for muslins, hardware, and colonial produce,” 
as the same effects would be produced if the country paying the subsidy, or suffering 
from a bad harvest, were to import less of other commodities than it had before been 
accustomed to do. 

The Reviewers observe, page 345, “ The same kind of error which we have here 
noticed pervades other parts of Mr Ricardo's pamphlet, particularly the opening of his 
subject. Heseems to think that when once the precious metals have been divided 
among the different countries of the earth, according to their relative wealth and 
commerce, that each having an equal necessity for the quantity actually in use, no 
temptation would be offered for their importation or exportation, till either a new mine 
or a new bank was opened; or till some marked change had taken place in their 
relative prosperity." And afterwards, at page 361, “ We have already adverted to 
the error (confined, however, principally to Mr Ricardo, and from which the Report is 
entirely free) of denying the existence of a balance of trade or of payments not con- 
nected with some original redundancy or deficiency of currency.” “ But there is 
another point in which almost all the writers on this side of the question concur, where, 
notwithstanding, we cannot agree with them, and feel more inclined to the mercantile 
view of the subject. "Though they acknowledge that bullion occasionally passes from 
one country to another, from causes connected with the exchange, yet they represent 
these transactions as quite inconsiderable in degree. Mr Huskisson observes, * that 
the operations in the trade of bullion originate alinost entirely in the fresh supplies 
which are yearly poured in from the mines of the New World, and are chiefly confined 
to the distribution of those supplies through the different parts of Europe. If this 
supply were to cease altogether, the dealings in gold and silver, as objects of foreign 
trade, would be very few, and those of short duration." 

* Mr Ricardo, in his reply to Mr Bosanquet, refers to this passage with particular 
approbation.” Now, I am at a loss to discover in what this opinion of Mr Huskisson 
ditters from that which I had before given, and on which the Reviewers had been 
commenting. 

The passages are in substance precisely the same, and must stand or fall together. 
If “we acknowledge that bullion occasionally passes from one country to another 
from causes connected with the exchange," we do not acknowledge that it would so 
pass till the exchange had fallen to such limits as would make the exportation of 
bullion profitable ; aud I am of opinion that if it should so fall, it is in consequence of 
the cheapness and redundance of currency, which * would originate almost entirely 
in the fresh supplies which are yearly poured in from the mines of the New World.” 
This, then, is not another point in which the Reviewers ditter with me, but the same. 

If “ it is well known that most States, in their usual relations of commercial inter- 
course, have an almost constantly favourable exchange with some countries, and an 
almost constantly unfavourable one with the others," to what cause can it be ascribed 
but to that mentioned by Mr Huskisson? ‘Lhe fresh supplies of bullion which are 
vearly poured in fand in nearly the same direction) from the mines of the New World." 
Dr A. Smith does not seem to have been sufficiently aware of the powerful and uni- 
ferm effects which this stream of bullion had on the foreign exchanges, and he was 
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inclined much to overrate the uses of bullion in carrying on the various roundabout 
foreign trades which a country finds it necessary to engage in. In the early and rude 
transactions of commerce between nations, as in the early and rude transactions 
between individuals, there is little economy in the use of money and bullion; it is only 
in consequence of civilisation and refinement that paper is made to perform the same 
office between the commonwealth of nations, as it so advantageously performs between 
individuals of the same country. The Reviewers do not appear to me to be suffi- 
ciently aware of the extent to which the principle of economy in the use of the precious 
metals is extended between nations, indeed, they do not seem to acknowledge its force 
even when confined to a single nation, as from a passage in page 346, their readers 
would be induced to suppose their opinion to be, that there are frequent transfers of 
currency between the distant provinces of the same country ; for they tell us that 
* there have been, and ever will be, a quantity of the precious metals in use destined 
to perform the same part with regard to the different nations connected with each other 
by commerce, which the currency of a particular country performs with regard to 
its distant provinces.” Now, what part does the currency of a country perform with 
to the distant provinces? 

am well persuaded, that, in all the multiplicity of commercial transactions which 
take place between the distant provinces of this kingdom, the currency performs a 
very inferior part, imports being almost always balanced by exports,* and the proof 
is, that the local currency of the provinces (and they have no other) is seldom circu- 
lated at any considerable distance from the place where it is issued. 

It appears to me that the Reviewers were induced to admit the erroneous doctrine 
of the merchants, that money might be exported in exchange for commodities, although 
money were no cheaper in the exporting country, because they could in no other way 
account for the rise of the exchange having, on some occasions, accompanied the 
increased amount of bank notes, as stated by Mr Pearse, the late deputy governor, 
and now governor of the Bank, in a paper delivered by him to the bullion committee. 
They say, **according to this view of the subject, it certainly is not easy to explain an 
improving exchange under an obviously increasing issue of notes: an event that not 
unfrequently happens, and was much insisted upon by the deputy governor of the 
Bank as a proof that our foreign exchanges had no connexion with the state of our 
currency." 

These are circumstances, however, which are not absolutely irreconcileable. Mr 
Pearse, as well as the Edinburgh*Reviewer, appears to have wholly mistaken the 
principle advanced by those who are desirous of the repeal of the restriction bill. They 
do not contend, as they are understood to do, that the increase of bank notes will per- 
manently lower the exchange, but that such an effect will proceed from a redundant 
currency. It remains, therefore, to be considered whether an increase of bank notes 
is necessarily at all times accompanied with a permanently increased currency, as, 
if Ican make it appcar that it is not, there will be no difficulty in accounting for a 
rise in the exchange with an increased amount of bank notes. 

It will be readily admitted, that, whilst there is any great portion of coin in circu- 
lation, every increase of bank notes, though it will for a short time lower the value of 
the whole currency, paper as well as gold, yet that such depression will not be perma- 
nent, because the redundant and cheap currency will lower the exchange, and will 
occasion the exportation of a portion of the coin, which will cease as soon as the 
remainder of the currency shall have regained its value and restored the exchange to 
par. The increase of small notes, then, will ultimately be a substitution of one 
currency for another, of à paper for a metallic currency, and will not operate in the 
same way as an actual and permanent increase of circulation. We are not, however, 
without a criterion by which we may determine the relative amount of currency at 
different periods, as distinguished from bank notes, on which, though we cannot infal- 
libly rely, it will probably be a sufficiently accurate test to determine the question 
which we are now discussing. This criterion is the amount of notes of 5/. and upwards 
in circulation, which, we may reasonably calculate, always bear some tolerably regular 
proportion to the whole circulation. Thus, if since 1797 the bank notes of this descrip- 


* Part of the produce of the provinces is exported without any return, as it constitutes the revenue 
of absentees, but this consideration can have no effect on the question of currency. 

+ That an increase of bank notes under 5l. should be considered as a substitute for the coins ex- 
ported, rather than an actual increase of circulation, is often and justly maintained by those who oppose 
the reasoning of the bullion report; but when these same gentlemen want to establish their favourite 
theory, that there is no connexion between the amount of the circulation and the rate of exchange, 
they do not forget to bring to their aid these small notes which they had before discarded. 
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tion have increased from 12 to 16 millions, we may infer that the whole circulation 
has increased one-third, if the districts in which bank notes circulate have neither been 
enlarged nor contracted. The notes under 5/. will be issued in proportion as the 
metallic currency is withdrawn from circulation, and will be further augmented if 
there be also an augmentation of notes of a higher denomination. 

If I am correct in this view of the subject, that the increase in the amount of our 
currency is to be inferred from the increased amount of bank notes of 5/. and upwards, 
and can by no means be proved by an increase of 14. and 27. notes which have been 
substituted in the place of the exported or hoarded guineas, I must wholly reject the 
calculations of Mr Pearse, because they are made on the supposition that every increase 
of this description of notes is an increase of currency to that amount. When it is 
considered, that in 1797 there were no notes of 14. and 2l. in circulation, but that their 
pe was wholly filled with guineas; and that, since that period, there have been no 
ess than 7 millions issued, partly to supply the place of our exported and hoarded 
guineas, and partly to keep up the proportion between the circulation for the larger 
and for the smaller payments, we observe to what errors such reasoning may 
lead. Ican consider the paper in question of no authority whatever as opposed to 
the opinion which I have ventured to give, namely, that an unfavourable balance of 
trade, and a consequently low exchange, may in all cases be traced to a relatively 
redundant and cheap currency.* But if the reasoning of Mr Pearse were not incor- 
rect as his facts are, he is no way warranted in the conclusions which he has drawn 
from them. 

Mr Pearse states the increase of bank notes from January 1808 to Christmas 1809, 
to have been from 174 to 18 millions, or 500,000L, the exchange with Hamburgh during 
the same period having fallen from 34s. 9g. to 28s. 6g. an increase in the amount of 
notes of less than 3 per cent., and a fall in the exchange of more than 18 per cent. 

But from whence did Mr Pearse obtainthis information, of 18 millions of bank 
notes only being in circulation at Christmas in 1809? After looking at every return 
with which I have been able to meet, of the amount of bank notes in circulation at 
the end of 1809, I cannot but conclude that Mr Pearse's statement is incorrect. Mr 
Mushet in his tables gives four returns of bank notes in the year. In the last, for the 

ear 1809, he has stated the amount of bank notes in circulation at . 19,742,998 
n the Appendix to the Bullion Report, and in returns lately made to 
the House of Commons, the amount of bank notes in circulation 


appears to have been on December 12, 1809, , : ; ; 19,727,520 
On the 1st January 1810, à å è " i ; D , 20,669,320 
On the 7th January 1810, : à ena ] R ; , 19,528,030 


For many months previously to December it was not lower. When I first dis- 
covered this inaccuracy I thought Mr Pearse might have omitted the bank post bills 
in both estimates, although they did not in December 1809, exceed 880,880/. ; but on 
looking at the return of bank notes in circulation, including bank post bills in January 
1808, I find Mr Pearse has stated it larger than I can any where find it: indeed his 
estimate exceeds the return made by the Bank for the 1st of January 1808, by nearly 
900,000/., so that from the Ist of January 1808 to the 12th of December 1809, the 
increase was from 16,619,240 to 19,727,520, a difference of more than 3 millions, 
instead of 500,000, as stated by Mr Pearse, and of 2 millions if Mr Pearsc's statement 
for any time in January 1808, be correct. 

Mr Pearse's statement, too, that from January 1803 to the end of 1807, the amount 
of bank notes had increased from 16} to 18 millions, an increase of a million and a 
half, appears to me to exceed the fact by half a million. The increase of notes of 5/. 
and upwards, including bank post bills, did not, during that period, exceed 150,000/. 
It is material that these errors should be pointed out, that those who may, in spite of 
what I have urged, agree in principle with Mr Pearse, may sec that the facts of the 
case do not warrant the conclusions which that gentleman has drawn from them, and, 
indeed, that all calculations founded on the particular amount of bank notes for a day, 
or for a week, when the general average has been for some time before, or some time 
after, greater or less, will be of little avail in overturning a theory which has every 
other proof of its truth. Such I consider the theory which asserts that the unlimited 
multiplication of a currency which is referable to no fixed standard may and must 


* It is not meant to be denied, that the sudden invasion of an enemy, or a convulsion in a country 
of any kind which renders the possession of property insecure, may forin an exception to this rule, 
but the cxchange will in general be unfavourable to a country thus circumstanced. 
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produce a permanent depression of the exchange, estimated with a country whose 
currency is founded on such standard. 

Having considered the weight which ought to be attached to Mr Pearse's paper, I 
beg the reader's attention to the table which I have drawn out from the statements in 
the Bullion Report, and from the papers which have since been presented to the House 
of Commons. I request him to compare the amount of the circulation of the larger 
notes with the variations in the exchange, and I trust he will find no difficulty in 
reconciling the principle maintained by me with the actual facts of the case, particu- 
larly if he considers that the operations of an increased currency are not instantaneous, 
but require some interval of time to produce their full effect, —that a rise or fall in 
the price of silver, as compared with gold, alters the relative value of the currencies 
of England and Hamburgh, and therefore makes the currency of one or other rela- 
tively redundant and cheap ;—that the same effect is produced, as I have already 
stated, by an abundant or deficient harvest, either in this country or in those countries 
with which we trade, or by any other addition or diminution to their real wealth, 
which by altering the relative proportion between commodities and money alters the 
value of the circulating medium. With these corrections, I have no fear but that it 
will be found that Mr Pearse's objections may be refuted without having recourse to 
the abandonment of a principle, which, if yielded, will establish the mercantile 
theory of exchange, and may be made to account for a drain of circulating medium, 
so great, that it can only be counteracted by locking up our money in the bank, and 
absolving the directors from the obligation of paying their notes in specie. 


Mr Pearse's statement as presented to the Bullion Committee :* 


Total of Bank Rate of Hambro' 
notes. Exchangc. 
Millions 8. 90 
27th Feb 1797, - - - - - - 8} 35 6 
Rose gradually in 1797 and 1798 to - - - 13 38 0 
March 1799, - - - 13) 387 7 


After this period, great commercial distress, large 
importation of corn, heavy subsidies, and the 
Hambro' Exchange continued falling, and on the 
2d January 1801, was as lowas - - -~- - 
Between the end of the year 1799 to the end of 
1802, an increased quantity of 14. and 2/. notes ( 134 from 
Fluctuation 


oo 


29 
j 33 3 
were issued, swelling the sum total of all notes to 4 to to 
164 29 8 
163 from 32 10 
From January 1803 to thc end of 1807, - -4 to ? Fluctuation to ? 
18 35 10 
173) from 34 9 
From January 1808 to Christmas 1809, - -4to Fall to t 
18 § 28 6 


The rate of the Hambro’ Exchange is taken from Lloyd's list. 


The average amount of bank notes from the ycar 1797 to 1809 inclusive, in the 
following table, is copied from the Report of the Bullion Committee. The rates of 
exchange are extracted from a list presented by the Mint to parliament. There have 
been three returns made to parliament by the Bank of the amount of their notes in 
circulation in the year 1810 ;—the first for the 7th and 12th of each month; the 
second, a weekly return from the 19th January 1810 to 28th December; and the 
third also a weekly account from the 3d March to 29th December 1810. The 
average amount of notes above 5^, including bank post bills, according to the first 
account, is 


£15,706,226 Of notes under 5/. £6,560,674 
Second, i ; 16,192,110 6,758,895 
Third, t ; 16,358,230 6,614,721 
3)48,256,566 19,934,290 
General average, - 16,085,522 6,644,763 


9 I have omitted as much of Mr Pearse's paper as regarded the amount of bank notes in circulation 
before the restriction on bank payments, because whilst the public possessed the power of obtaining 
us for their notes, the exchange could not but be momentarily lowered by the aniount of the 

ank issues. 
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In the years marked thus * the value of silver as compared with gold exceeded the 
Mint valuation; this was the case particularly in the year 1801, when less than 14 oz. 
of silver could purchase an ounce of gold ;—the Mint valuation is as 1 to 15.07; the 
present market value is as 1 to 16 nearly. 


Average amount of Bank of England Notes in circulation in each of the following 


years: ; 
Notes of 5l. and ichest rate of 
dor h in- | Notes under 51. Total. xchange with “Exchange with 
Post Bills, Hamburgh. Hamburgh. 
1798 | £11,527,250 | £1,807,502 | £13,334,752 | 38.2 , 37.4 Dee. 
*1799 12,408,522 1,653,805 14,062,327 | 37.7 E 31.6 Oct. 
*1800 13,598,666 2,243,266 15,841,932 | 32.5 A 31.- Feb. 
*1801 13,454,367 2,715,182 16,169,594 29.8 Jun. 
*1802 13,917,977 3,136,477 17,054,454 32.- Feb. 
1803 12,983,477 3,864,045 16,847,522 34.- Jan. 
1804 12,621,348 4,723,672 17,345,020 34.8 Feb. 
*1805 12,697,352 4,544,580 17,241,932 32.9 Nov. 
*1806 12,844,170 4,291,230 17,135,400 33.3 Jan. 
*1807 13,221,988 4,183,013 17,405,001 34.2 Sept. 
*1808 13,402,160 4,132,420 17,534,580 32.4 Dec. 
1809 14,133,615 4,868,275 19,001,890 28.6 Nov. 
1810 16,085,522 6,644,763 22,130,285 28.6 Dec. 
1811 24.- March. 


The Bank have made a return of the amount of their notes for eighteen days 
in this present year 1811. The average amount of notes of 5/. and upwards in 
circulation for those eighteen days, including bank post bills, is £16,286,950 

And of those under 5/. - - - - - 7,260,575 


Total - . £23,547,525 


“Tf,” say the Reviewers, “considerable portions of the currency were taken from 
the idle, and those who live upon fixed incomes, and transferred to farmers, manufacturers, 
and merchants, the proportion between capital and revenue would be greatly altered 
to the advantage of capital ; and in a short time the produce of the country would be 
greatly augmented." It is no doubt true “that it is not the quantity" of circulatin 
medium which adds to the national wealth, “but the different distribution of it." If, 
therefore, we could be fully assured that the effects of the abundance, and the conse- 
quent depreciation of the currency, would diminish the powers of consumption in the 
idle and unproductive class, whilst it increased the number of the industrious and 
productive class, the effect would undoubtedly be to augment the national wealth, 
as it would realize into capital that which was before expended as revenue. But 
the question is, will it so operate ? Will not a thousand pounds saved by the 
stockholder from his income and lent to the farmer, be equally productive as if it had 
been saved by the farmer himself? ‘The Reviewers observe, “on every fresh issue of 
notes, not only is the quantity of the circulating medium increased, but the distribution 
of the whole mass is altered. A large proportion falls into the hands of those who 
consume and produce, and & smaller proportion into the hands of those who only 
consume." But is this necessarily so? They appear to take it for granted, that those 
who live on fixed incomes must consume the whole of their income, and that no 
part of it can be saved and annually added to capital. But tliis is very far from being 
the true state of the case; and I would ask, do not the stockholders give as great a 
stimulus to the growth of the national wealth by saving half their incomes and investing 
it in the stocks, thereby liberating a capital which will ultimately be employed by those 
who consume and ab ed as would be done if their incomes were depreciated 50 per 
cent. by the issues of bank notes, and the power of saving were in consequence entirely 
taken from them, although the Bank should lend to an industrious man an amount of notes 
equal in value to the diminished income of the stockholder? The difference, and the only 
difference appears to me to be this, that in the one case the interest on the money lent 
would be paid to the real owner of the property ; in the other, it would ultimately be 
paid in the shape of increased dividends or bonuses to the Bank proprictors who had 
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been enabled unjustly to possess themselves of it. If the creditor of the Bank employed 
his loan in less profitable speculations than the employer of the savings of the stock- 
holders would have done, there would result a real loss to the country; so that a 
depreciation of currency may, as far as it is considered as a stimulus to production, be 
beneficial or otherwise. 

I see no reason why it should diminish the idle and add to the productive class of 
society. At any rate the evil is certain. It must be accompanied with a degree of 
injustice to individuals which requires only to be understood to excite the censure and 
indignation of all those who are not wholly insensible to every honourable feeling. 

With the sentiments of the remainder of the article I most cordially agree, and trust 
the efforts of the Reviewers will powerfully contribute to overturn the mass of error 
and prejudice which pervades the public mind on this most important subject. 

It is often objected to the recommendation of the bullion committee, namely, that 
the Bank should be required to pay their notes in specie in two years, that, if adopted, 
the Bank would be exposed to considerable difficulty in providing themselves with the 
requisite amount of bullion for such purpose; and it cannot be denied, that, before the 
restriction bill can be repealed, the Bank would be in prudence bound to make ample 
provision for every demand which might by possibility be made on them. It is observed 
by the bullion committee, that the average amount of bank notes in circulation, 
including bank post bills, in the year 1809, was 19 millions. During the same period 
the average price of gold was 4l. 103.,—exceeding its Mint price by nearly 17 per 
cent., and proving a depreciation of the currency of nearly 15 per cent. A dimi- 
nution, therefore, of 15 per cent. in the amount of the Bank circulation in 1809, 
should, on the principles of the committee, raise it to par, and reduce the market price 
of gold to 3/. 17s. 103d. ; and till such reduction take place, there would be imminent 
danger to the Bank as well as to the public that the restriction bill should cease to 
operate. Now, admitting (which we are far from doing) the truth of your principles, 
say the advocates for the Bank; admitting that after such a reduction in the amount 
of bank notes, the value of the remainder would be so raised, that it would not be the 
interest of any person to demand specie at the Bank in exchange for notes, because 
no profit could be made by the exportation of bullion ; what security would the Bank 
have that caprice or ill-will might not render the practice general of discontinuing the 
use of small notes altogether, and demanding guineas of the Bank in lieu of them ? 
Not only, then, must the Bank reduce their circulation 15 per cent. on their issues of 
19 millions,—not only must they provide bullion for 4 millions of 1/ and 24. notes 
which would remain in circulation, but they must also furnish themselves with the 
means of meeting the demands which may be made on them to pay the small notes 
of all the country banks in the kingdom,—and all this within the short period of two 
years. It must be confessed, that, whether these apprehensions are likely or not likely 
to be realized, the Bank could not but make some provision for the worst that might 
happen; and though it is & situation in which their own indiscretion has involved 
M it would be desirable, if possible, to protect them against the consequences 
of it. 

If the same benefits to the public,—the same security against the depreciation of 
the currency, can be obtained by more gentle means, it is to be hoped that all parties 
who agree in principle will concur in the expediency of adopting them. Let the 
Bank of England be required by Parliament to pay (if demanded) all notes above 20/., 
and no other, at their option, either in specie, in gold standard bars, or in foreign coin 
(allowance being made for the difference in its purity) at the English Mint value of 
gold bullion, viz. 3/. 17s. 103d. per ounce, such payments to commence at the period 
recommended by the committee. l 

This privilege of paying their notes as above described might be extended to the 
Bank for three or four years after such payments commenced, and, if found advanta- 
geous, might be continued as a permanent measure. Under such a system the currency 
could never be depreciated below its standard price, as an ounce of gold and 34. 17s. 
103d. would be uniformly of the same value. By such regulations we should effectu- 
ally prevent tlie amount of small notes necessary for the smaller payments from being 
withdrawn from circulation, as no one who did not possess to the amount of 20/7. at 
least of such small notes could exchange them at the Bank, and even then bullion, 
and not specie, could be obtained for them. Guineas might indeed be procured at 
the Mint tor such bullion, but not till after the delay of some wecks or months, the 
loss of interest for which time would be considered as an actual expense, an expense 
which no one would incur whilst the small notes could purchase as much of every 
commodity as the guineas which they represented. Another advantage attending the 
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establishment of this plan, wonld be to prevent the useless labour which, under our 
system previously to 1797, was so unprofitably expended on the coinage of guineas, 
which, on every occasion of an unfavourable exchange (we will not inquire by what 
caused), were consigned to the melting pot, and, in spite of all prohibitions, exported 
as bullion. It is agreed by all parties that such prohibitions were ineffectual, and that 
whatever obstacles were opposed to the exportation of the coin, they were with facility 
evaded. 

An unfavourable exchange can ultimately be corrected only by an exportation of 
goods,—by the transmission of bullion,—or by a reduction in the amount of the paper 
circulation. The facility, therefore, with which bullion would be obtained at the Bank 
cannot be urged as an objection to this plan, because an equal degree of facility actually 
existed before 1797, and must exist under any system of Bank payments. Neither 
ought it to be urged, because it is now no longer questioned by all those who have 
given the subject of currency much of their consideration, that not only is the law 
against the exportation of bullion, whether in coin or in any other form, ineffectual, 
but that it is also impolitic and unjust; injurious to ourselves only, and advantageous 
to the rest of the world. 

The plan here proposed appears to mc to unite all the advantages of every system 
of banking which has been hitherto adopted in Europe. It is in some of its features 
similar to the banks of deposit of Amsterdam and Hamburgh. In those establishments 
bullion is always to be purchased from the Bank at a fixed invariable price. The 
same thing is proposed for the Bank of England ; but in the foreign banks of deposit, 
they have actually in their coffers, as much bullion as there ar» credits for bank money 
in their books ; accordingly, there is an inactive capital as great as the whole amount 
of the commercial circulation. In our Bank, however, there would be an amount of 
bank money, under the name of bank notes, as great as the demands of commerce 
could require, at the same time there would not be more inactive capital in the Bank 
coffers than that fund which the Bank should think it necessary to kecp in bullion, to 
answer those demands which might occasionally be made on them. It should always 
be remembered, too, that the Bank would be enabled, by contracting their issues of 
paper, to diminish such demands at pleasure. In imitation of the Bank of Hamburgh, 
who purchase silver at a fixed price, it would be necessary for the Bank to fix a price 
very Title below the Mint price, at which they would at all times purchase, with their 
notes, such gold bullion as might be offered to them. 

The perfection of banking is to enable a country, by means of a paper currency, 
(always retaining its standard value,) to carry on its circulation with the least possible 
quantity of coin or bullion. This is what this plan would eflect. And with a silver 
coinage, on just principles, we should possess the most economical and the most 
invariable currency in the world. The variations in the price of bullion, whatever 
demand there might be for it on the Continent, or whatever supply might be poured 
in from the mines in America, would be confined within the prices at which the Bank 
bought bullion, and the Mint price at which they sold it. The amount of the circula- 
tion would be adjusted to the wants of commerce with the greatest precision ; and if 
the Bank were for a moment so indiscreet as to overcharge the circulation, the check 
which the public would possess would speedily admonish them of their error. As for 
the country Banks, they must, as now, pay their notes, when demanded, in Bank of 
England notes. This would be a sufficient security against the possibility of their 
being able too much to augment the paper circulation. There would be no temptation 
to melt the coin, and consequently the labour which has been so usclessly bestowed by 
one party in recoining what another party found it their interest to melt into bullion, 
would be effectually saved. The currency could neither be clipped nor deteriorated, 
and would possess a value as invariable as gold itself, the great object which the Dutch 
had in view, and which they most successfully accomplished by a system very like 
that which is here recommended. 
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CHAPTER I. 


PRELIMINARY OBSERVATIONS — MR BOSANQUET’S OBJECTIONS 
TO THE CONCLUSIONS OF THE BULLION COMMITTEE BRIEFLY 
STATED. 


THE question concerning the depreciation of our currency has 
lately assumed peculiar interest, and has excited a degree of atten- 
tion in the public mind, which promises the most happy results. 
To the Bullion Committee we are already most particuiarly in- 
debted for a more just exposition of the true principles which 
should regulate the currency of nations, than has before appeared 
in any authoritative shape, in this or any other country. 1t could 
not, however, be expected that a reform, so important as that which 
the Committee recommend, could be effected without calling forth 
the warmest opposition, dictated by the erroneous principles of 
some, and by the interested views of others. Hitherto this oppo- 
sition has been attended with the best effects; it has tended to 
prove more fully the correctness of the principles laid down by the 
Committee; it has called forth new champions in the field of argu- 
ment ; and discussion has daily produced new converts to the cause 
of truth. Of all the attacks on the report of the Committee, how- 
ever, that of Mr Bosanquet has appeared to me the most formidable. 
He has not, as his predecessors have done, confined himself to 
declamation alone; and though he disclaims all reasoning and 
rl basi: he has brought forward, what he thought were irrefrag- 
able proofs of the discordance of the theory with former practice. 
It is these proofs which I propose to examine, and I am confident 
that it will be from a deficiency of ability in me, and not from any 
fault in the principles themselves, if I do not show that they are 
wholly unfounded. Mr Bosanquet commences, by availing himself 
of the vulgar charge, which has lately been so often countenanced, 
and in places too high, against theorists. He cautions the public 
U 


306 REPLY TO MR BOSANQUET’S OBSERVATIONS 


against listening to their speculations before they have submitted 
them to the test of fact ; and he kindly undertakes to be their guide 
in the examination. If this country had hitherto carried on trade 
by barter, and it were, for the first time, going to establish a 
system by which the intervention of money should facilitate the 
operations of trade, there might be some foundation for calling 
the principles which might be offered to public attention wholly 
theoretical; because, however clearly dictated by the experience 
of the past, their practical effects would not have been witnessed. 
But, when the principles of a currency, long established, are well 
understood ; when the laws which resulte the variations of the rate 
of exchange between countries have been known and observed for 
centuries, can that system be called wholly theoretical which appeals 
to those principles, and is willing to submit to the test of those laws ? 

To such an examination the report of the Committee is now 
submitted, and the public is called upon to believe that a theory 
which its adversary allows to be unassailable by reasoning and argu- 
ment, is to be battered down by an appeal to facts. We are told, 
* that boldly as the principle is asserted, and strongly as reason 
appears to sanction it, that it is not generally true, and is at vari- 
ance with fact." "This is the test to which I have long wished to 
see this important question brought. Ihave long wished that those 
who refused their assent to principles which experience has ap- 
, peared to sanction, would either state their own theory as to the 
cause of the present appearances in the state of our currency, or that 
they would point out those facts which they considered at variance 
with that which, from the firmest conviction, I have espoused. 

To Mr Bosanquet, then, I feel considerably obliged. If, as I 
trust, I shall be able to obviate his objections; to prove them 
wholly untenable ; to convince him that Ais statements are at vari- 
ance with fact; that for his supposed proofs he is indebted to the 
wrong application of a principle, and not to any deficiency in the 
principle itself :—I shall confidently expect that he will abjure his 
errors, and become the foremost of our defenders. 

Mr Bosanquet has thus stated the principal positions of the Com- 
mittee, to which he is induced to object : 

Ist, * That the variations of the exchange with foreign countries 
can never, for any considerable time, exceed the expense of trans- 
porting and insuring the precious metals from one country to the 
other. 

2d, “ That the price of gold bullion can never exceed the Mint 
price, unless the currency in which it is paid is depreciated below 
the value of gold. 

3d, “ That, so far as any inference is to be drawn from Custom- 
house returns of exports and imports, the state of the exchanges 
ought to be peculiarly favourable. 

4th, ** That the Bank, during the restriction, possesses exclusively 
the power of limiting the circulation of bank notes. 
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5th, “ That the circulation of country bank notes depends upon, 
and is proportionate to, the issues from the Bank. 

Lastly, * That the paper currency is now excessive, and depre- 
ciated in comparison with gold, and that the high price of bullion 
and low rates of exchange are the consequences as well as the sign 
of such depreciation.” 

These principles being in all essential points the same as those 
which I ee avowed, and on which Mr Bosanquet has attacked 
me, to avoid the necessity of speaking at one time of the opinion of 
the Bullion Committee, and at another of my own, I shall, in the 
future pages of this work, consider them as the principles of the 
Bullion Committee only, and shall take occasion to mention any 
shade of difference that may occur between theirs and mine. 
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CHAPTER II. 


MR BOSANQUET'S ALLEGED FACTS, DRAWN FROM THE HISTORY OF 
THE STATE OF EXCHANGE, CONSIDERED. 


SECTION I. 
Exchange with Hamburgh. 


THE first position controverted is, “ That the variations of the 
exchange with foreign countries can never, for any length of time, 
exceed the expense of transmitting and insuring the precious metals 
from one country to the other." 

Can this be called a theoretical opinion, now brought forward for 
the first time? Has it not been sanctioned by the writings of Hume 
and Smith? and has it not been undisputed even by practical men ? 

Mr , in his evidence before the Bullion Committee, observes, 
“ that the extent to which the exchange can fall is the charge of 
transporting bullion, together with an adequate profit to the risk 
the transporting such specie is liable to.” 

Mr A. Goldsmid “ never recollected the exchange to have dif- 
fered more from par than 5 per cent. before the suspension of cash 
ie 

r Grefulhe stated, * that since he had been in business he 
recollected no period prior to the suspension of the cash payments 
by the Bank, when the exchange was considerably below par." 

The same opinions were given by many practical men before 
the Lords’ Committee in 1797. 

But in opposition to all these opinions, Mr Bosanquet has facts 
which he boldly thinks will prove the unsoundness of the doctrine. 
* In the years 1764 to 1768,” he observes, “ prior to the recoinage, 
when the imperfect state of the coins occasioned gold to be 2 to 3 
per cent. above the Mint price, the exchange with Paris was 8 to 9 
per cent. against London,—at the same time the exchange with 

amburgh was, during the whole period, 2 to 6 per cent. in favour 
of London; here appears, then, a profit of 12 to 14 per cent. for 
the expense, in time of peace, of paying the debt to Paris with gold 
from Hamburgh, which must have exceeded the fact by at least 
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8 or 10 per cent.; and it is worthy of remark, that the average 
exchange with Hamburgh, for the years 1766 and 1767, of 5 per 
cent. in favour of London, added to the 2 per cent., the price of 
gold above the Mint price, constituted a premium of 7 per cent. on 
the importation of gold into England, or, deducting 14 per cent. 
for expenses in time of peace, a net profit of 5 per cent., yet the 
exchange was not rectified thereby. Again, in 1775, 1776, and 
1777, after the recoinage, we find the exchange on Paris 5, 6, 7, 
and 8 per cent. against London in time of peace, when half the 
amount would have conveyed gold to Paris, and one-fourth have 
paid the debts of Paris at Amsterdam. 

* In the years 1781, 1782, and 1783, being years of war, the 
exchange was constantly from 7 to 9 per cent. in favour of Paris; 
and, during this period, gold was the common circulation of this 
country ; and the Bank was compelled to provide it for the public 
at the Mint price. It has been already shown how little effect the 
pe metals produced towards equalising the exchange with 

amburgh during the years 1797 and 1798; and another instance 
may be adduced in the years 1804 and 1805, when the Paris 
exchange varied from 7 to 9 per cent. in favour of London. 

* In every case here cited, the fluctuations of the exchanges 
greatly exceeded the expense of conveying gold from one country 
to the other, and to a much greater degree in most of them than 
in the present instance; the circumstances of the times were, it will 
readily be admitted, more favourable to intercourse on those occa- 
sions than they now are, and the state of metallic circulation afforded 
facilities not now experienced here. Yet, under all these disad- 
vantages, the principle assumed by the Committee was not operative, 
and cannot therefore be admitted as a solid foundation for the 
superstructure of excess and depreciation attempted to be raised 
upon it." 

If the facts had been as here stated by Mr Bosanquet, I should 
have found it difficult to reconcile them with my theory. That 
theory takes for granted, that whenever enormous profits can be 
made in any particular trade, a sufficient number of capitalists will 
be induced to engage in it, who will, by their competition, reduce 
the profits to the general rate of mercantile gains. It assumes that 
in the trade of exchange does this principle more especially operate, 
it not being confined to English merchants alone; but being per- 
fectly understood, and profitably followed, by the exchange and 
bullion merchants of Holland, France, and Hamburgh; and com- 
[n in this trade being well known to be carried to its greatest 

eight. Does Mr Bosanquet suppose that a theory which rests on 
so firm a basis of experience as this can be shaken by one or two 
solitary facts not perfectly known to us? Even should no explana- 
tion oÈ them be attempted, they might safely be left to produce 
their natural effects on the public mind. 

But before the reasoning of the Committee can be proved defec- 


810 REPLY TO MR BOSANQUET'8 OBSERVATIONS 


tive by Mr Bosanquet's facts, we must examine the source from 
whence those supposed facts are derived. 

* Mr Bosanquet tells us that there is annexed to Mr Mushet's 
pamphlet a table, showing, 1st, The rate of exchange with Hamburgh 
and Paris for 50 years past, and how much it has been, in each 
instance, above or below par. 

2d, * The price of gold in London, and a comparison of this price 
with the English standard or Mint price. 

3d, “ The amount of bank notes in circulation, and the rate of 
their assumed depreciation, by a comparison with the price of gold." 

Now, the accuracy of these tables must be admitted or proved 
before the conclusions, which result from the inspection of them, 
can command assent; but so far from this being the case, their 
accuracy is disowned by Mr Mushet himself, who, in the second 
edition of his pamphlet, acknowledged the false principle upon 
which his first tables were calculated, and has given us a new and 
amended set. 

The following notice accompanied the second edition of Mr 
Mushet’s pam Plet :— In the first edition of this work I stated 
the par of J A with Hamburgh at 33 schillings and 8 grotes, 
and at that considered it as a fixed par; from the best information 
which I have been able to obtain upon ’Change since, 34.11} are 
considered as the par, and in the present edition I have stated it 
as such. J have also corrected the mistake of considering the par to 
be fixed; because gold being the standard of the money of England, 
and silver in Hamburgh, there can be no fixed par between those 
two countries; it will be subject to all the variations which take 
place in the relative value of gold and silver. For example, if 34 
schillings 11 grotes and } of Hamburgh currency be equal in value 
to a pound sterling, or $f of a guinea, when silver is 5s. 2d. per 
oz., they can no longer be so when silver falls to 5s. 1d. or 58. per 
0Z., because a pound sterling in gold being then worth more silver, 
is also worth more Hamburgh currency. 

* To find the real par, therefore, we must ascertain what was 
the relative value of gold and silver when the par was fixed at 
34.11], and what is the relative value at the time we wish to 
calculate it. 

* For example, if the price of standard gold was 3/. 17s. 104d. 
per oz., and silver 5s. 2d., an ounce of gold would then be worth 
15.07 ounces of silver, being the Mint proportions; 20 of our ` 
standard shillings would then contain as much pure silver as 34 
schillings 11 grotes and 1; but if the ounce of gold was 3/. 17s. 104d., 
and silver 5s. (which it was on the 2d January 1798) the ounce of 
gold would then be worth 15.57 ounces of silver. If 10. sterling at 
par, therefore, be worth 15.07 ounces of silver, then at 15.57 it 
would be at 3 per cent. premium ; and 3 per cent. premium on 
34.11} is 1 echilling 1 grote and 4*5, so that the par, when gold is 
to silver as 15.57 to 1, will be 36 schillings 1 grote and „ly. 
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“ The above calculation will be more easily made by stating as 
follows :— 

As 15.07 : 34.11] :: 15.57 : 36,4.” 

As it is universally admitted that gold is the standard measure 
of value in this country, and that silver performs the same office at 
Hamburgh, it is evident that no tables can be correct which assume 
a fixed invariable par. The true par must vary with every varia- 
tion in the relative value of the two metale. 

. There are some objections, however, which I have yet to offer 
against the perfect accuracy of Mr Mushet's present tables. 

In the first place, he has taken the par of silver against silver 
too low; he has calculated on the information which he had re- 
ceived, that 20 standard shillings in silver contained as much of 
that pure metal as thirty-four schillings and 11} grotes; but it 
appears by Dr Kelly’s table (Bullion Rep. page 207,) that by actual 
assay, as well as by computation, 20 shillings are of equal value 
with 35 schillings and 1 grote. This difference amounts to little 
more than 8 per cent.; and I have only noticed it because I think 
it highly deairable that we should be able, at all times, to ascertain 
the true par. 

Secondly, Mr Mushet has calculated the degree in which the 
exchange was above or below par by a reference to the prices which 
he has quoted from Lloyd's list. Now, invariably have those prices 
been for bills at 24 usances, and as the par of exchange is com- 
puted from a comparison of the actual value of the coins of the two 
countries, payable at the same time in both, and not in one of them 
at the end of 24 months, an allowance for interest must be made 
for this period, which will amount to about 1 per cent.* 

A deduction of 18 per cent. must therefore be made from the 
ee for the favourable exchange to England in Mr Mushet’s 
tables. 

There are also, in all calculations on the true par of exchange, 
other sources of error, some of which will be presently noticed ; so 
that it is not possible to ascertain with perfect accuracy, unless all 
those facts were before us, the actual difference which at any time 
e between a remittance by bullion, and by the purchase of 
a bill. 

To Mr Mushet's amended tables, thus corrected, I am willing to 
submit the truth of the principle now ue It will then ap ear, 
that at no period since 1760 has the exchange with Hamburgh been 
more in favour of England than 7 per cent., with one exception 
only; and the reader will not be surprised that there should have 
been such an exception, when he learns that it was in the memor- 


* By Mr 's evidence to the Bullion Committee (Appendix, page 74,) it appears 
that the course of exchange from Hamburgh to London in ordinary times differs 1 
Flemish schilling from the course of London to Hamburgh, to compensate the 2} 
usances and commission allowed on bills both ways; when the difficulties of commu- 
nication existed to the greatest extent, the difference of exchange was full 2s. Flemish. 


* 
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able year of 1797, just after the suspension of cash payments at the 
Bank. At this period the currency of this country was reduced 
articularly low ; the amount of bank notes in circulation being 
ess than it had been for ten years preceding. That, under such 
circumstances, the exchange should have become favourable to 
England, and, consequently, that there should have been large im- 
rtations of bullion, is entirely conformable with the principle of the 
ullion Committee, and confirms the cage of the remedy which 
they have proposed. A great circulation of paper and a too abun- 
dant currency, are stated by them to be the causes of the present 
nominally low exchange, and they confidently predict, that a reduc- 
tion of its quantity will, as in the year 1797, raise the exchange, 
and by that means render the importation of bullion profitable. 
That this favourable exchange did, in the year 1797, produce an 
immense importation of gold can, by indirect evidence, be amply 
pre The amount of foreign gold coined in his Majesty’s 
int was, 
In the year 1795 in value L.255,721 11 8 


1796 2 x 72,179 14 11 
1797 E x 2486410 6 0. 
1798 EE 2,718,425 9 0 
1799 EN 271,846 12 8 


But, it will be asked, how do those who contend that the exchanges 
of a country cannot, for any length of time, be either highly favour- 
able, or highly unfavourable, account for the exchange with 
Hamburgh being permanently in favour of England for two or 
three years ? 

This was the case, Mr Bosanquet observes, during the years 
1797 and 1798, and he affirms that the precious metals produced 
little effect in equalising the exchange. It appears by Mr Mushet’s 
amended tables (always corrected by the 18 per cent.) that, during 
those years, the exchange was favourable to England, and fluc- 
tuated from 5.6 to 4.3 per cent. Dut the principle I understand 
to be this, that no country can, for any length of time, have the 
exchange highly favourable or highly unfavourable, because it sup- 
poses either such an increase on the one hand in her stock of money 
and bullion, or on the other such a diminution in that stock, as 
would destroy that equilibrium in the value of the currencies of 
countries which they naturally have a tendency to find. 

The assertion is true when applied to the exchanges, in general, 
of any country, but is false if the rate of her exchange with one 
country only be considered. It is possible that her exchange with 
one particular country may be permanently unfavourable, ın con- 
sequence of a continued demand for bullion; but this by no means 
proves that her stock of coin and bullion is decreasing, unless her 
exchange should be also unfavourable with other countries. She 
may be importing from the north the bullion which she is exporting 
to the south, —she may be collecting it from countries where it is 
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relatively abundant, for countries where it is relatively scarce, or 
where, from some particular causes, it is in particular demand ; but 
it by no means follows, as an undeniable consequence, that her own 
stock of money shall be reduced below its natural level. Spain, 
for example, who is the great importer of bullion from America, 
can never have an unfavourable exchange with her colonies ; and 
as she must distribute the bullion she receives amongst the different 
nations of the world, she can seldom have a favourable exchange 
with the countries with which she trades.* 

Applying, then, these principles to the state of our exchange with 
Hamburgh in 1797 and 1798, we shall observe, that it was not in 
consequence of what is usually termed a balance of trade that the 
exchange was permanently favourable to England; it was not 
because Hamburgh had contracted a debt to us for the balance of 
commodities which she had imported, that she was necessitated to 
pay us in gold and silver bullion, but because she could advan- 
tageously export bullion in the same way as any other commodity, 
in consequence of an unusual demand for that article in England. 
This demand proceeded from two causes: First, from the unusually 
low amount of our currency ; secondly, from the exportation of 
silver to Asia by the East India Company. 

In consequence of the first of these causes, and of the immense 
amount of guineas which at that period had been withdrawn from 
circulation for the purpose of hoarding, by timid people, we have 
already seen that the foreign gold coined into guineas during those 
years, amounted to no less a sum than 5,200,000/. Here, then, 
was a demand for gold unprecedented in the history of the Mint, 
and of itself abundantly sufficient to account both for the high 
exchange, and the length of time which it continued. It is a 
practical illustration of the truth of a most satisfactory theory. 

To this, however, must be added, the demand for silver bullion 
in consequence of the exportation of the East India Company. It 
appears, by the account delivered to the Bullion Committee (No. 9), 
that the whole amount of foreign silver coin, exported by the 
Company on their own account, as well as on account of private 
persons, amounted 


In the year 1795 to 151,795 ounces. 
1796 to 290,711 
1797 to 962,880 


1798 to 83,565,091 
1799 to 7,287,327 
From this time the exportation of silver to the East Indies was 
considerably reduced, and has now almost wholly ceased. Thus, 
then, it appears that a high exchange was followed by an unusually 


* Mr Huskisson has commented with great ability upon the few transactions—few 
comparatively—which take place in bullion, and has observed, that those transactions 
are principally confined to the distribution of the produces of the mines to the ditlerent 
countries where gold and silver are in use. 
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great importation of bullion, and that, when that demand ceased, 
the exchange regained its natural level. On a further inspection 
of the table, it will appear, that in proportion as the amount of 
bank notes increased, the exchange became depressed, and was in 
1801 more than 11 per cent. against England; and at the same 
time the price of gold bullion rose to 4l. 6s.—more than 10 per 
cent. above the Mint price.* 

It must be confessed, that from September 1766 to September 
1767, the exchange continued permanently in favour of England 
from 7.4 to 6.8 per cent. ; and from that period to September 1768, 
it continued generally favourable above 3 per cent.; but what 
circumstances in the situation of Europe might then have made it 
profitable for England to become the agent in collecting bullion 
from Hamburgh for some other country, it is not now material to 
inquire. Of this I am fully assured, that, if all the circumstances 
were fairly before us, it might be satisfactorily explained. 

But whether explained or not explained, it proves nothing in 
favour of Mr Bosanquet's theory (for theory Mr Bosanquet has 
just as much as the Committee) : it only proves that the precious 
metals might continue to be imported from one quarter while they 
were exported to another; which the theory of the Committee not 
only allows, but requires. To prove anything in favour of Mr 
Bosanquet's theory, it must be proved that the precious metals 
came in permanently in greater proportion than they went out; 
not from one place only, but from all places taken together. 

The following considerations go a certain way in accounting for 
the phenomena which have mkd Mr Bosanquet: the tables of 
Mr Mushet are calculated on a comparison of the relative value 
of silver with bar gold. Now, bar gold is generally 2s. or 3s. per 
ounce worse in price than gold in coin; and, therefore, if the gold 
imported be intended for re-exportation, the true par will differ 
from 2 to 3 per cent., according as the calculation is made by 
reference to coined or to bar gold. 


* Lord King satisfactorily accounted for the long duration of an exchange favourable 
to this country with Hamburgh, from the circumstance of the demands of the India 
Company for silver bullion for their settlements in the East. Mr Blake comments, 
in his late publication, upon what he calls “ the erroncous opinions” entertained by 
Lord King on this subject, and observes, “ that the exportation of bullion is affected 
like that of any other commodity, when there is such a difference in its real prices, at 
any two places, as will afford a profit on its transit; an occurrence that will frequently 
take place with an exchange at par.” An occurrence, I should say, which can never 
take place with an exchange at par. Who would send bullion from Hamburgh to 
London at an expense of 4 or 5 per cent., whilst the exchange was at par, when by 
esa 4 a bill he could obtain the same amount of bullion in London free from all 
charges 

I am happy that an opinion similar to that which I have expressed is also enter- 
tained by Mr Bosanquet, page 12:—* In the event of an unfavourable balance of 
payments, the depression of the exchange must necessarily attain this limit (the 
expenses of conveying and insuring the precious metals from one country to the other) 
before the balance can be adjusted by the exportation of gold." 

+ Mr Mushet's calculations take for granted, that the relative value of gold and 
silver was the same in both countries, and that the gold and silver were of the same 
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When money is wanted for our own circulation, I do not object 
to the calculation of the true par of exchange being made, on a 
comparison of the relative value of the silver of the foreign country 
with the value of standard gold bars in this; but in that case there 
must be added to the amount of expenses attending the trans- 
portation of the silver, the interest which the purchaser of gold 
will lose, during the detention of the gold in the Mint whilst coin- 
ing into money. The natural destination of a great part of all the 
bar gold is to some of the Mints of Europe, as it is in the state of 
coin only that gold can be made productive of interest to the 
owner. In comparing, therefore, the value of the currency of one 
coun with the value of bullion in another, we must not leave 
out of our consideration the trifling superior value which coin 
bears above bullion in the importing country. Thus, if a merchant 
in Hamburgh were indebted 1/. sterling to a merchant in England, 
and should export to England as much silver as would purchase 
the quantity of gold contained in 1/., he would not be able to 
discharge his debt till the gold were manufactured into coin. In 
addition, then, to his other expenses, the interest which he would 
have to pay to his creditor till the coin was returned to him, would 
enter into his calculation at the time that he was making a com- 
parison of the advantages which would attend either the purchase 
of a bill, or the remittance of bullion. 

This loss of interest the Bullion Committee have estimated at 
1 per cent. 

If these principles are correct, there must be deducted from the 
favourable Hamburgh exchanges of Mr Mushet's tables 1 per cent. 
more than we have already stated, when the bullion is wanted for 
our own coin, and from 2 to 3 per cent. when i$ is required for 
re-exportation. [t is also necessary to observe, that the relative 
value of gold to silver is constantly varying in all countries, though 
always E in all to an equality of value; and that the test of 
our currency being depreciated, is more certainly proved by the 
high market price of bullion than by the low exchanges.* 


description, viz. in bars. But it is chiefly by the value of gold in coin that rie E 
determines whether he shall export gold to this country, or make a remittance by bill 
and the price of gold in coin in England must necessarily enter into his calculation. 
On a reference to the Appendix of the Bullion Report, No. 6, it will appear that the 
transactions in gold with the Continent are mostly confined to gold in coin. For 
fifteen months, ending in March 1810, the whole amount of sales of bar gold, by 
private dealers, transacted through the Bullion Office at the Bank, did not exceed in 
value 60,8672, whilst the sales of gold in coin during the same period amounted to 
683,067/. 

* I have read in a small French tract, “ Sur l'Institution des Principales Banques 
de l'Europe," that on one occasion the Bank of Hamburgh was obliged to suspend 
its payments, in consequence of having made too great advances on gold bullion. I 
have in vain endeavoured to find out in what year this occurred. It is evident that a 
circumstance of this sort must have had some influence on the exchange,—and it is 
not impossible that it might have happened in the years 1766, 1767. 


316 REPLY TO MR BOSANQUET'S OBSERVATIONS 


SECTION Il. 


Exchange with Paris. 


Havine thus examined the objections made by Mr Bosanquet to 
the conclusions of the Committee, as far as the exchanges with 
Hamburgh are concerned, I shall now poro to consider the 
circumstances which appear to him to be at variance with the 
principle I am defending, in the account of the exchanges between 
this country and Paris. 

In the consideration of the par of exchange with Hamburgh, 
the principle on which it is calculated is easy and simple; not so 
that with Paris. The difficulty proceeds from this: that France 
as well as England has two metals, gold and silver, in circulation, 
both of which are legal tender in all payments. 

In my former publication I endeavoured to explain the principles 
which appeared to me to fix the standard mensure of value in a 
country where silver and gold are both in circulation, and both a 
legal tender. 

Lord Liverpool supposed, that when gold became the standard 
measure of value in this country, it arose from some capricious 
preference of the people to gold; but it can, I think, be clearly 
proved that it was caused entirely from the circumstance of the 
market value of silver relatively to gold having become greater 
than the Mint proportions. This principle is not only most fully 
admitted, but also most ably illustrated by his lordship. | 

The Mint will coin an ounce of gold into 3/. 17s. 103d. of gold 
money, and they will also coin 15.07 ounces of silver into the same 
amount of silver money. What is it, then, that determines the 
Dank or any individual to carry an ounce of gold in preference to 
15.07 ounces of silver to the Mint to be coined, as they are both by 
law equally useful to discharge a debt to the amount of 3/.17s.104d.? 
No other consideration but their interest. If 15.07 ounces of silver 
can be purchased for less than an ounce of gold, silver will be coined ; 
and if an ounce of gold can be procured for less than 15.07 ounces 
of silver, gold will be taken to the Mint for that purpose. 

In the first case silver will become the measure of value; in the 
second, gold. 

Now, as the relative market value of these metals is subject to 
constant variation, gold or silver may alternately become the stand- 
ard measure of value. Since the recoinage of silver, in the reign of 
King William, gold has almost uniformly been of less value than 
15.07 ounces of silver, and consequently gold has, since that period, 
been the standard of value in this country. In the year 1798, the 
coinage of silver was altogether prohibited by law. Whilst that 
law remains in force gold must necessarily be the standard measure, 
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whatever may be the variations in the relative value of the two 
metals. * 

Whichever metal is the standard measure of valuc, it will also 
regulate the par of exchange with foreign countries, because it will 
be in that metal, or in paper currency representing that metal, that 
bills will be paid. 

In France there are also two metals in circulation, and both legal 
tender to any amount. The relative value of gold to silver in the 
coins of France, previously to the Revolution, was as 15 to 1 
(Bullion Report, No. 59), and is now 154 to 1; but we are informed 
by a letter of Mr Grefulhe to the Dullion Committee (No. 56), that 
in 1785, an alteration had been made in the number of louis which 
were coined from a marc of gold, that number having been increased 
from 30 to 32. Previously to 1785, therefore, gold must have 
been valued in the French Mint somewhere about 14 to 1. For 
the same reasons that the standard of value was subject to change 

from gold to silver, and from silver to gold, in England, it would 
also be subject to do so in France. When the relative value of 
gold to silver was under 14 to 1, gold would have become the 
standard measure of value in France, and, consequently, the rate of 
exchange with England would have been estimated by a compa- 
rison of the gold coins of the two countries. When above 14, and 
under 15.07 to 1, gold would have been the standard in England, 
and silver in France, and the exchange rated accordingly. The 
e would then have been fixed by a comparison of the gold of 

ngland with the silver of France. And when the relative value 
was above 15.07 to 1, silver would have been the standard in both 
countries. The exchange would then have been rated in silver. 
But after 1785, when the Mint valuation of the metals was altered 
in France, and becaine nearly the same as that of England, the par 
of exchange would have been reckoned either in gold or in silver 
in both countries. | 

I have already observed that, to compare the amount of deviation 
of the exchange from par with the expenses of transmitting the 
precious metals from one country to the other, is not sufficient to 
prove that such trade would be profitable, we must also consider 
what the price of bullion is in the country to which it is trans- 
mitted, or the amount of expense which would be incurred in 
procuring the bullion to be coined into money. In this country 
no seignorage is charged. If an ounce of gold or silver is carried 
to the Mint, an ounce of coined money is returned. The only in- 


* The Bullion Committee, as well as Mr Huskisson, consider gold as the standard 
measure of value, in consequence"of the 39th of the King, which declares that silver 
shall not be a legal tender for sums exceeding 254, except by weight, at the rate of 
5s. 2d. per ounce. But this law would not have prevented the coinage of silver when 
under its Mint price, and, therefore, under its Mint relative value to gold. In 1798, 
for example, when the price of silver was 5s. per ounce, and the relative market value 
of silver to gold as 1 to 15.57, and when therefore silver could be profitably coined, 
the new silver fresh from the Mint would have been a legal tender to any amount. 
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convenience, therefore, that an importer of bullion can experience in 
receiving bullion from abroad, instead of the money of England, is 
the delay during its detention at the Mint, and which the Bullion 
Committee have valued at 1 per cent. One per cent. appears, 
therefore, to be the natural value of English coin above bullion, 
provided the coin be not debased, and the currency be not ex- 
cessive. But in France the seignorage, according to Dr Smith, 
amounted to no less than 8 per cent., besides the loss of interest 
during its detention at the Mint. And we have his authority, too, 
that no sensible inconvenience resulted from it.* An ounce of gold 
or silver coin was in France, therefore, of more value by 8 per 
cent. than an ounce of gold or silver bullion. It results from these 
facts that no bullion could have been imported into France, unless 
there was not only a profit equal to the expenses attending its impor- 
tation, but a further profit of 8 per cent., the par of exchange being 
calculated not on the value which the coin actually passed for in 
currency, but on its intrinsic value as bullion.f 

To make this appear more evident, let us suppose that the ex- 
change with London was, as Mr Bosanquet informs us, 8 per cent. 
in favour of France, in the year 1767, and that at the same time it 
was 6 per cent. in favour of London with Hamburgh, and that the 
expenses of sending gold from Hamburgh to Paris were no more 
than 14 per cent. ill it not be cheaper, he asks, by 124 percent. | 
to pay the debt at Paris, by sending the gold from Hamburgh,1 
than by remitting a bill? 1 answer, No; because, when the gold 
arrives at Paris, it must either be coined into money, or sold as 
bullion. If it be coined into money, 8 per cent. must be paid to 
the Mint; if it be sold as bullion, it will sell at 8 per cent. under 
the Mint price.$ The profit, then, 1f all the other calculations be 


* Since writing the above, I have seen an extract from a Moniteur of the year 
1808, by which it appears that the seignorage in France was 
In 1726 on gold 74& per cent. on silver 745 


172 . 5A . 0055 
17555 . 4% > . . 3Ẹ 
Hu . gd E. lw an 9d 


1785 . 2 . . s 

And was fixed in 1803 at $ per arg a gold, and 14 for silver. 

t It is only whilst the currency of France was kept at its proper level that the price 
of gold could continue 8 per cent. under the Mint price, in the same manner as the 
price of gold would and did continue under the Mint price of England. The currency 
of England was rather above its level when gold was 3/. 17s. d. as 4d. an ounce is 
not sufficient compensation for the delay of the Mint. It follows, therefore, that the 
principle here contended for can only have its full force whilst the currency is not 
excessive. 

1 As silver is the currency of Hamburgh, it would be silver, and not gold, which 
an English creditor would be entitled to send from Hamburgh to Paris. 

§ “ In France, a duty of 8 per cent. is deducted for the coinage, which not ony 
defrays the expense of it, but affords a small revenue to the Government. In England, 
as the coinage costs nothing, the current coin can never be much more valuable than 
the quantity of bullion which it actually contains. In France, the workmanship, as you 
pay for it, adds to the value, in the same manner as to that of wrought plate. A sum of 

nch money, therefore, containing a certain weight of pure silver, is more valuable 
than a sum of English money containing an equal weight of pure silver, and must 


ON REPORT OF BULLION COMMITTEF. 319 


correct, will be reduced from 12} to 44 per cent. But they are not 
correct, being subject to further deductions from the causes already 
stated. 

Keeping these principles in view, it will, I believe, appear, that 
the exchange with Paris was in favour of England during a great 
portion of the four years, from 1764 to 1768, and at all the other 
periods mentioned by Mr Bosanquet. 

I cannot help here observing, that it must excite astonishment, 
that a British merchant should seriously believe it possible, that, 
in time of peace, a net profit, after paying all expenses, of from 
104 to 124 per cent. should have been made by the exportation of 
gold from H. amburgh to Paris during four years :—a profit, which, 
from the quick returns, would have enabled any person engaging 
in such undertakings to have cleared more than 100 per cent. per 
annum on the capital employed ; and that too in a trade, the slightest 
fluctuations of which are watched by a class of men proverbial for 
their shrewdness, and in which competition is carried to the greatest 
extent. For any man to compare the account of the Hamburgh 
exchange, and of the Parisian, and not to see that the accounts 
were incorrect, that the facts could not be as so stated, 1s very like 
a man who is all for fact and nothing for theory. Such men can 
hardly ever sift their facts. "They are credulous, and necessarily so, 
because they have no standard of reference. Those two sets of - 
supposed facts, those in the Hamburgh exchange on the one hand, 
and those in the Parisian on the other, are absolutely inconsistent, 
and disprove one another. That facts such as these should be 
brought forward to invalidate a theory, the reasonableness of which 
is allowed, is a melancholy proof of the power of prejudice over 
very enlightened minds. 


SECTION III. 


Supposed Fact of a Premium on English Currency in America—Favourable 
Exchange with Sweden. 


THE next point on which I wish to make a few observations, is 
that first mentioned by Mr Grefulhe, and now brought forward by 
Mr Bosanquet. [I allude to the premium which it is asserted was 


require more bullion, or other commodities, to purchase it. Though the current coin 
of the two countries, therefore, were equally near the standards of their respective 
Mints, a sum of English money could not well purchase a sum of French money, con- 
taining an equal number of ounces of pure silver, nor, consequently, a bill upon France 
for such a sum. If, for such a bill, no more additional money was paid than what 
was sufficient to compensate the expense of French coinage, the real exchange might 
be at par between the two countries, their debts and credits might mutually com- 

nsate one another, while the computed exchange was considerably in favour of . 

rance. Ifless than this was paid, the real exchange might be in favour of England, 
while the computed was in favour of France."— Wealth of Nations, Chap. iii. Book iv. 
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given in America, in hard dollars, for the depreciated currency of 
England. I have examined this fact with the greatest attention, 
and to me it appears evident; first, that the price which was called 
a premium of 9 per cent. given for a bill upon England, was really 
a discount of 34 per cent.; and, secondly, that at that price it was 
a cheaper remittance than if the dollars with which the bill was 
bought had been exported. | 

The par of exchange with America is reckoned in dollars; the 
par is called 4s. 6d. sterling for a dollar, consequently 444.4 dollars 
ought to contain as much pure silver as 1007. sterling. But this is 
not the fact. An American dollar, according to the Mint regulation 
of America, ought to weigh 17 dwt. 8 grains, and is 84 grains 
worse than English standard silver; consequently, the value of an 
American dollar in our standard silver is 4s. 33d. According to 
this value, 463.7 dollars is the true par for 1007. of our English 
silver currency; but we are comparing the dollars of America with 
the pound sterling of England, which is gold; therefore, the true 
par for 1007. sterling at the relative value of dollars and gold in May 
1809, the period alluded to, was 500 dollars. Now, for a bill of 
1002. on London, bought with dollars in America at the highest 
exchange that year, viz. 109, no more was paid than 484 dollars; 
it was therefore purchased at 31 per cent. under the real par.* 

It should be recollected that the embargo laws were at that time 
most strictly enforced; that captains of packets were obliged, before 
they were permitted to proceed on their voyage, to swear that they 
had no specie on board; and, on one occasion, one of these captains 
was obliged to re-land the specie which he had smuggled on bound 
his vessel. At the same time, the rate of insurance was immoder- 
ately high, and a premium of 8 per cent. was paid on a few ships 
which broke the embargo, the underwriters being guaranteed, too, 
from the loss which would have attended their seizure by the 
American Government. Now, 8 per cent. insurance, besides com- 
mission, freight, and other expenses, together with 31 per cent., 
the actual discount of the bill bought, would, perhaps, not be much 
under the discount which then existed on our paper currency; so 
that our depreciated paper was not bought at a premium for hard 
dollars, but was bought at a discount, and at its actual value. 

But we are told the exchange with Sweden is favourable to 
England, and that the currency of Sweden is regulated in a manner 
precisely similar to ours, the Bank not issuing specie whenever the 
exchange becomes unfavourable. There is no doubt a perfect 
agreement in the two cases, and for that reason they are followed 
by similar effects, and the depreciation of both currencies requires 


* The weight of the American dollar in circulation is not more, according to Mr 
Williams's evidence, than 17 dwt. 6 gr., which would make the true par somewhat 
lower than 4s. 34d.; and, according to Ede's book of Coins, the American dollar is 11 
` grains worse than standard, and contains no more pure silver than 4s. 2]d. of English 
standard silver coin. 
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the same remedy. This remedy is a diminution in the amount of 
the circulating medium, either by the exportation of the coins, or 
by a reduction of bank paper. If the exchange with Sweden is, as 
stated, 24 per cent. in favour of London, it proves only that the 
excess of paper currency not convertible into specie is, in Sweden, 
proportionably greater than in England.* 


SECTION IV. 
A Statement concerning the Par of Exchange, by the Bullion Committee, examined. 


HaviNG now considered every fact, or supposed fact, advanced 
by Mr Bosanquet, on the subject of the exchange, with a view to 
prove that the principle which the Committee have avowed,— 
namely, that the variations in the exchange with foreign countries 
can never exceed for any length of time the expense of transport- 
ing and insuring the precious metals ; having proved the conclusion 
to which the writer would lead us to be unsupported by his facta, 
of which not one is, as I think, at variance with the principle of 
the Committee, I must beg leave to point out an error in the 
Report itself, an error on which Mr Bosanquet founds his opinion, 
that all remedy may safely be delayed. 

“ Thus, then," says Mr Bosanquet, “ it appears that, on a full 
admission of all the principles adopted by the Committee, and of 
their application to the present case, the foreign exchanges were, 
at the time when the Report was presented, and for three months 
prior thereto, about 2 per cent. below the natural limit of depres- 
sion." 

* [t will probably be thought that the question, as a practical 
question of national importance, is altogether at rest ;—that there 
is no necessity, at least, for the adoption of hasty remedies, even 
though the correctness of the general reasoning of the Committee 
should, on full inquiry, be conceded." 

When the exchange is admitted to be exceedingly depressed, we 
are told that to oblige the Bank to pay in specie would be attended 
with the most dangerous consequences; that we must wait till the 
exchange becomes more favourable; and when it is supposed to 
have risen within 2 per cent. of its natural limit, then we are again 
desired to pause, because it is no longer a question of national 
importance. By this mode of reasoning, a motive may be found 
for refusing ad infinitum to renew the payments of the Bank. I 


* Before, however, it can be admitted that the exchange with Sweden is 24 per 
cent. in favour of London, we must be informed whether both gold and silver be legal 
tender in Sweden, and, if so, at what relative value those metals are rated in the 
Swedish Mint. I suspect that a part of this favourable exchange may be accounted 
for by the rise in the relative value of gold to silver. 


X 


322 REPLY TO MR BOSANQUET’S OBSERVATIONS 


confidently hope that no such fallacious reasoning will be listened 
to; that we shall at last open our eyes to the dangers that beset 
us; that we shall examine coolly, and decide manfully. 

The principle upon which Mr Mushet's amended tables are 
constructed, has been most fully admitted, and most correctly and 
concisely stated in the Report (page 10.) 

* ]f oue country uses gold for its principal measure of value, and 
another uses silver, the par between those countries cannot be 
estimated for any particular period, without taking into account 
the relative value of gold and silver at that particular period." 

The Committee have, moreover, in their endeavours to find out 
the real par between this country and Hamburgh, kept this prin- 
ciple constantly in view, as will appear from the questions put to 
Mr —— (Report, page 73). Mr also fully admitted the 
principle; and yet, when he was requested to “ state in what 
manner he applied those general ideas to the statement of the par 
of exchange, as between England and Hamburgh,” he answered, 
* taking gold at the coinage price of 3/. 17s. 104d., and taking it 
at Hamburgh at what we call its par, which is 96 stivers banco for 
a ducat, and further reducing 55 ounces of standard gold as being 
equal to 459 ducats, it produces a par of exchange of 34s. 31g. 
Flemish for a pound sterling: a ducat contains at the rate of 234 
carats fine.” 

Now, here is not one word said about the relative value of gold 
to silver in the market; and the only information which is obtained 
from this answer is, that 34s. 31g. Flemish, in gold coin, is equal 
to a pound sterling of gold; and this calculation agrees within 
4 grote with that of Dr Kelly (Rep. No. 59). If the purchaser of 
a bil in London for 34s. 3g. could obtain at Hamburgh 34a. 3g. in 
gold currency, that might truly be called the par, but he can only 
obtain 34s. 3g. in silver, which is not worth, by 8 per cent., as 
much as 34s. 3g. in gold coin. The question proposed by the 
Committee was, in effect, What amount of Hamburgh currency 
contains the same quantity of pure silver as can be purchased by 
a pound sterling in gold ? 

At the period when the Report was made, the answer would have 
been 37s. 3g. Flemish; 37s. 3g. therefore was then the true par of 
exchange. If the Committee had calculated according to this par, 
instead of 34s. 3g., they would not have divis that the exchange 
with Hamburgh was not more unfavourable to England than 9 per 
cent., but nearly 17 per cent.; and Mr Bosanquet would not have 
had an opportunity for observing, that, admitting the reasoning of 
the Committee, the evil was not of sufficient magnitude to make 
any immediate interference necessary. 
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CHAPTER III. 


MR BOSANQUET'S ALLEGED FACTS, IN SUPPOSED REFUTATION 
OF THE CONCLUSION THAT A RISE IN THE MARKET PRICE OF 
BULLION ABOVE THE MINT PRICE PROVES A DEPRECIATION OF 
THE CURRENCY, CONSIDERED. 


SECTION I. 


That the Negation of the above Conclusion implies the Impossibility of melting or 
exporting English Coin—an Impossibility contended for by nobody. 


THE next proposition of the Committee, the justness of which Mr 
Bosanquet disputes, he has thus stated :—“ That the price of gold 
bullion can never exceed the Mint price, unless the currency in 
which it is paid is depreciated below the value of n. But this 
is not exactly the principle of the Committee. Their principle, 
when fairly stated, 1s, not that gold as a commodity may not rise 
above its value as coin, but that 1t cannot continue 80, because the 
convertibility of coin into bullion would soon equalize their value. 
The words of the Committee are these,—“ Your Committee are 
of opinion that, in the sound and natural state of the British cur- 
rency, the foundation of which is gold, no increased demand for 
gold from other parts of the world, however great, or from whatever 
causes arising, can have the effect of producing here, for a con- 
siderable period of time, a material rise in the RAE A rice of gold." 
Nothing appears to me to be wanting to make this a self-evident pro- 
position but the admission, that the law, which forbids the conver- 
sion of gold coin into gold bullion, cannot be successfully executed. 

I should have expected, therefore, that any one who denied its 
truth would have contended that the law was fully efficient for the 
purpose for which it was enacted ; and that he would have brought 
orward authorities to justify this view which he had taken of it. 
But authorities for such an opinion would have been difficult to 
have been found. From the days of Locke till the present time I 
have nowhere seen the fact disputed. It is by all writers indis- 
criminately allowed, that no penalties can prevent the coin from 
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being melted when its valuc as bullion becomes superior to its value 
as coin. 

Locke calls the law which forbids the melting and exporting 
coin, * a law to hedge in the cuckoo.” Smith observes, * that no 
precautions of Government can prevent it.” On this subject, too, 
we have the authority of practical men. 

The Bank Directors, in the year 1795, when the price of gold 
rose to 4l. 3s. or 4l. 4s. per ounce, after acquainting Mr Pitt with 
that fact, observe, “ our guineas being to be purchased at 3/. 17s. 
104d. per ounce, clearly demonstrates the grounds of our fears; 
it being only necessary to state those facts to the Chancellor of the 
Exchequer.” Now, what were those fears, but that there would 
be a run upon them for gold coin, for the purpose of melting it into 
bullion? Mr Newland, too, when asked (by the Committee of 
the Lords, 1797,) “ If there were now to be a new coinage, do you 
think a great deal would be melted down and privately exported ?” 
Answered, “ That depends entirely upon the price of bullion.” 
In the same Committee Mr Newland was also asked, “ Is it more 
difficult to prevent false coining, or to prevent the melting down 
or exporting, when it is for their advantage to export it ?” Answer, 
* [ am at a loss to guess how you can prevent either.” 

These are but a few of the opinions which might be brought 
forward in support of the fact of the coin being melted into bullion 
whenever the price of bullion rises above the price of coin. I shall 
conclude, however, with the opinion of Mr Bosanquet himself. 
Speaking of the Committee, he observes, “ They say nothing about 
the price of bullion, which is expected, doubtless, to return when 
the Bank shall have sufficiently controlled the exchange; although 
Mr Locke and many other writers have clearly demonstrated that 
the coins of any country can only be retained within it when the 
general balance of trade and payments is not unfavourable.” Now, 
under the circumstances supposed of a low exchange, what should 
take our coins from us but their superior value as ‘bullion? Who 
would export coins if bullion could be bought at its Mint price ? 
It is their superior value as bullion, therefore, that is the cause of 
their being melted and exported. 

But the Committee have not been satisfied with simply stating 
a position which is almost self-evident ; they have appealed to facts, 
and distinctly assert, that for a period of twenty-four years, 
since the recoinage, gold bullion in standard bars had not been 
at a higher price than 3/. 17s. 104d. per ounce, with the exception 
of one year, beginning in May 1783, and ending in May 1784, when 
the price was 3/. 18s. per ounce. We are indeed informed by a 
letter from the Bank Directors to Mr Pitt, in October 1795, and 
it is on that authority reported by the Committee, that gold bullion 
was then as high as 4/. 3s. or 4l. 4s. per ounce; and it was stated 
by Mr Newland to the Lords’ Committce in 1797, that the Bank 
had been frequently obliged to buy gold higher than the Mint 
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price; and upon one occasion gave as much, for a small quantity 
which their agent procured in Portugal, aa 4l. 8s.* 

These are the only facts on which Mr Bosanquet relies for over- 
turning the principle in question. Prices not known to the public ; 
not recorded in any list; given, too, by a corporation not remark- 
able for the good management of their concerns, are to be deemed 
the fair market price; and such exceptions as these are to overturn 
opinions grounded on a just theory, sanctioned by practical men, 
and confirmed by experience. 

Is there any evidence that these prices continued even for a week ? 
If we consult the price list, we shall find, that in July of that year, 
1795, the price of gold is quoted 37. 17s. 6d. ; in December it is 
again quoted 3/. 17s. 6d., and in the intervening four months no 
price is marked. Does Mr Bosanquet think it possible that such a 
price as 4/. 4s. for gold could have continued, whilst it was to be 
obtained, by melting the coin, at 3/. 17s. 104d.? Has he so good 
an opinion of the self-denial and virtues of all classes of the com- 
munity? If he has, why are they not now to be trusted? What 
is the plea urged for not paying in specie? That at the present 
exchange, and present price of gold, it would be advantageous to 
export and melt the coin, so that there would be danger that every 
dein would leave the country. But when you tell us that bullion 

as no connexion with coin, * that there is no point of contact 
between English and foreign gold," there can be no danger of any 
one's being particularly desirous to possess coin, as, for the mere pur- 
poses of circulation, bank notes are equally, if not more convenient. 

« If?" says Mr Bosanquet, * the demand for foreign gold was at 
any time very great, and the melting and exportation of guineas, 
however abundant, by any means effectually prevented, foreign gold 
might rise to double 1ts price in English gold, and yet the intrinsic 
value of guineas remain undiminished." 

I might apply to this if of Mr Bosanquet the observation which 

* It appears that it was in 1795, and most probably in October, that the Bank gave 
4l. 8s. for gold, as stated by Mr Newland. On being asked concerning the time 
by the Lords’ Committee, he answered, “ I believe it was about two years since the 
Bank gave about 4/. 8s. per ounce for gold ; it was but a small quantity, it was soon 
stopt on account of its price. The Bank at that time thought it expedient to obtain 
gold from Portugal, which their agent could not do at a less price than 44 8s." 

Mr Newland was speaking on the 28th March 1797. 

It is a case by no means improbable that the Bank may frequently have bought 
foreign gold above the Mint price, at the same time that they could have obtained 
gold in bars, not exportable, at a comparatively cheaper price. They might flatter 
themselves that, by not purchasing English gold, they would lessen the temptation 
to melt the guineas: at the same time their diminished stock required them to 


replenish their coffers. This opinion is very much confirmed by an examination of 
the account in the Appendix of the Bullion Report, No. 19, where it appears, that 


from 1797 to 1810, the amount in value of gold coined at his Majesty's Mint was 
8,960,113/., of which only 2,296,056/. was coined from English old: the remainder 
was coined from forcign gold. It appears, too, that since 1804, 1,402,542/, has been 
coined from foreign gold, and not one guinea from British gold. During the whole of 
this period the price of forcign gold in tlie market exceeded the price of English 
gold. Is it not probable, therefore, that the Bank, who are the only importers of gold 
into the Mint, heve been guided by some such policy as I have supposed, 
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he has made on the same word, when used by the Committee, your, 
tf, is, a great peace-maker. But the above is not our case; the law 
cannot be effectually enforced. "The remark, therefore, is of no use 
in the question before us. 

If the law, however, could be effectually enforced, it would be 
attended with the most cruel injustice. Why should not the holder 
of an ounce of gold in coin have the same advantages from the 
increase in the value of his property, as the holder of an ounce of 
uncoined gold? From the mere circumstance of its having had a 
stamp put on it, is he to be made to suffer all the inconveniences 
from the fall in the value of his gold, in consequence of the opening 
of new mines, or from any other circumstances, and derive none of 
the benefits which may result from a rise in its value? This in- 
justice to individuals would not be compensated by the slightest 
advantages to the community ; as the exportation of the coin, were 
it freely permitted, would always cease when the value of our cur- 
rency had risen to its true bullion value, and that is precisely the 
value at which the currencies of all countries are permanently fixed. 

Such, in spite of the law, was the value of our currency till the 
Bank restriction bill, and for some time after. There it would 
inevitably fix itself again, if that most impolitic act were repealed. 
Increase the value of” your currency to its proper level, and you are 
sure to retain it. No policy can be worse than forcibly detainin 
a million, for example, to perform those offices to which 800,000. 
are fully adequate. 


SECTION II. 


Consequences which would follow on the Supposition that the Currencies of other 
Countries (exclusive of England) were diminished or increased one half. 


LET us suppose that the circulation of all countries were carried on 
by the precious metals only, and that the proportion which England 
err. were one million; let us further suppose, that, at once, 

alf of the currencies of all countries, excepting that of England, 
were suddenly annihilated, would it be possible for England to 
continue to retain the million which she before possessed? Would 
not her currency become relatively excessive compared with that of 
other countries? If a quarter of wheat, for example, had been both 
in France and England of the same value as an ounce of coined 
gold. would not haJf an ounce now purchase it in France, whilst in 

ngland it continued of the same value as one ounce?* Could we 


* That commodities would rise or fall in price, in proportion to the increase or 
diminution of money, I assume as a fact which is incontrovertible. Mr Bosanquet, in 
his admission of the effects on prices from the discovery of a mine, shows that he has 
no such doubts on this subject as the governor of the Bank, who, when asked by tbe 
Committee, “ Do you conceive that a very considerable reduction of the amount of 
the circulating medium would not tend in any degree to increase its relative value 
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by any laws, under such circumstances, prevent wheat or some other 
commodity (for all would be equally affected) from being imported 
into England, and gold coin from being exported ? If we could, 
and the exportation of bullion were free, gold might rise 100 per 
cent.; and for the same reason, if 35 Flemish schillings in Ham- 
burgh had before been of equal value with a pound sterling, 174 
schillings would now attain that value. If the currency of England 
only had been doubled, the effects would have been precisely the 
samu. ` 

Suppose, again, the case reversed, and that all other currencies 
remained as before, while half of that of England was retrenched. 
If the coinage of money at the Mint was on the present footing, 
would not the prices of commodities be so reduced here that their 
cheapness would invite foreign purchasers, and would noi this 
continue till the relative proportions in the different currencies 
were restored ? 

If such would be the effects of a diminution of money below its 
natural level, and that such would be the consequences the most 
celebrated writers on political economy are agreed, how can it be 
justly contended that the increase or diminution of money has 
nothing to do either with the foreign exchanges, or with the price 
of bullion ? 

Now, a paper circulation, not convertible into specie, differs in 
its effects in no respect from a metallic currency, with the law 
against exportation strictly executed. 

Supposing, then, the first case to occur whilst our circulation 
consisted wholly of paper, would not the exchanges fall, and the 
price of bullion rise in the manner which I have been representing ; 
and would not our currency be depreciated, because it was no 
longer of the same value in the markets of the world as the bullion 
which it professed to represent? The fact of depreciation could 
not be denied, however the Bank Directors might assure the public 
that they never discounted but good bills for bond fide transactions ; 
however they might assert that they never forced a note into 
circulation ; that the quantity of money was no more than it had 
always been, and was only adequate to the wants of commerce, 
which had increased and not diminished ;* that the price of gold, 
compared with commodities, and that a considerable increase of it would have no 
tendency whatever to augment the price of commodities in exchange for such circu- 
lating medium ? "—Answered, “ It is a subject on which such a variety of opinions are 
entertained, I do not feel myself competent to give a decided answer." 

* 'The Bank could not on their own principles, then, urge that most erroneous 
opinion, that the rate of interest would be affected in the money market if their issues 
were excessive, and would therefore cause their notes to return to them, because, in 
the case here supposed, the actual amount of the money of the world beiug greatly 
diminished, they must contend that the rate of interest would generally rise, and they 
might therefore increase their issues. If, after the able exposition of Dr Smith, any 
further argument were necessary to prove that the rate of interest is governed wholly 
by the relation of the amount of capital with the means of employing it, and is en- 


tirely independent of the abundance or scarcity of the circulating medium, this 
illustration would, I think, afford it. 
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which was here at twice its Mint value, was equally high, or higher, 
abroad, as might be proved by sending an ounce of bullion to 
Hamburgh, and having the produce remitted by bill payable in 
London m bank notes; and that the increase or diminution of their 
notes could not possibly either affect the exchange or the price of 
bullion. All this, except the last, might be true, and yet would 
any man refuse his assent to the fact of the currency being depre- 
ciated ? Could the symptoms which I have been enumerating 
proceed from any other cause but a relative excess in our currency : 
Could our currency be restored to its bullion value by any other 
means than by a reduction in its quantity, which should raise it to 
the value of the currencies of other countries; or by the increase 
of the precious metals, which lower the value of theirs to the level 
of ours ? 

Why will not the Bank try the experiment by a reduction in the 
amount of their notes of two or three millions for the short period 
of three months? If no effects were produced on the price of 
bullion and the foreign exchange, then might their friends boast 
that the principles of the Bullion Committee were the wild dreams 
of speculative theorists. 


SECTION III. 


The trifling Rise in the Price of Gold on the Continent owing solely to a Variation 
in the Relation of Silver to Gold. 


Bur the price of gold, we are told, has risen on the Continent 
even more than it has here, because, when it was 4/.12s. in this 
country, 4l. 17s. might be procured for it at Hamburgh, a difference 
of 54 percent. This is so often repeated, and is so wholly falla- 
cious, that it may be prope. to give it particular consideration. 

hen an ounce of gold was to be bought in this country at 
9l. 17s. 101d., and the relative value of gold was to silver as 15.07 
to l, it would have sold on the Continent for nearly the same as 
here, or 37. 178. 103d. in silver coin. In Hamburgh, for example, 
we should have received in payment of an ounce of gold 136 
Flemish schillings and 7 grotes, that quantity of silver containing 
an equal quantity of pure metal as 3/. 17s. 101d. in our standard 
silver coin. 

Gold has since that period risen in this country 18 per cent., 
and is now at 4/. 12s. per ounce, and it is said that the 47. 12s. with 
which it is paid for is not depreciated. Now, as gold has risen 54 
more abroad than it has here, it must be there 231 per cent. higher 
than when it was sold for 136s. 7g., and we therefore should be led 
to expect that we should now obtain for it at Hamburgh 167 
Flemish schillings; but what is the fact? this ounce of gold, which 


ON REPORT OF BULLION COMMITTEE. 329 


we are told we sell at Hamburgh for 4/. 17s., actually produces no 
more than 149 schillings 8 grotes, an advance only of 3 per cent. ; 
and for this the seller is indebted to the rise in the relative value of 
gold to silver, which, from 15.07 to 1, is now about 16 to 1. It 
13 true that, when the ounce of gold was sold at Hamburgh at 
3l. 17s. 104d., or for its equivalent 136 schillings 7 grotes, the 
currency of England was not depreciated; that sum, therefore, 
could only purchase a bill payable in London in bank notes for 
3l. 178. 104d. ; but the currency of England being now depreciated, 
and being estimated on the Hamburgh exchange at 28 or 29 Flemish 
schillings instead of 37, the true value of a pound sterling, 140 
schillings 8 grotes, or 3 per cent. more than 136s. 7g., will now 
purchase a bill payable in London in bank notes for 4/. 178.; so 
that gold has not risen more than 8 per cent. in Hamburgh, but the 
currency of England, on a comparison with the currency of Ham- 
burgh, has fallen 233 per cent. 

In further proof of the truth of my assertion, that it is not gold 
which has risen 16 or 18 per cent. in the general market of the 
world, but that it is the paper currency, in which the price of gold 
is estimated in England, which alone has fallen, I will subjoin an 
account of the lowest prices of gold in Hamburgh, Holland, and 
England, in the year 1804, and the highest prices in each of those 
countries in the year 1810, by which we shall be enabled to ascer- 
tain the actual rise in the price of gold measured in the currencies 
of each. This account was furnished to the Bullion Committee by 
Mr Grefulhe, and is numbered 56. 


Lowest Price. Highest Price. 
Hamburgh 1804—973 1810—101 being a rise of 33 per cent. 
Holland 1804—3924 1810—406 44 34 
England 1804—4/. 1810—4/. 13s. 16 


Now, in Hamburgh and in Holland, where the currency is silver, 
goid may not rise 3 per cent. only, but 30 per cent., without its 
eing any proof of the depreciation of the currency ; it proves only 
an improvement in the relative value of gold to silver. But in 
England, where the price of gold is estimated in gold coin, or in 
bank notes representing that coin, a rise of 1 per cent. cannot take 
place without its proving a corresponding depression* of the coin or 
ppe This observation is equally applicable to the fact mentioned 
y Mr Bosanquet, and of which he himself seems aware, of gold 
having varied in Hamburgh no less than 8 per cent. within a period . 
of two years. 
As there is an acknowledged difference between the price of 
standard gold bars and the price of gold coin reduced to the English 
standard, arising out of the latter being a more marketable commo- 


* This expression has been noticed by Mr Bosanquet as extremely theoretical, but 
I consider it so exceedingly correct that I have taken the liberty of using it after the 
Committee. 
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dity on the Continent,* I cannot admit the inferences which Mr 
Bosanquet draws from the comparison of Mr Grefulhe’s paper 
(No. 58) with the paper, No. 60, in the Report. It would be first 
necessary to ascertain whether the prices of gold, as quoted in these 
papers (and they do not quite agrec), were for gold in coin, or for 
gold of any other description ; and whether the prices of gold in 
this country at different periods were always for gold of the same 
uality. 

i Me Bowaauet observes that, “ From the calculation furnished 
by Mr Grefulhe to the Committee, it appears that, in the spring of 
1810, an ounce of gold of English standard weight was worth at 
Hamburgh 4/.17s. sterling, —the price being 101, and the exchange 
29s.” ‘The reader must recollect that it is 4/. 17s. in bank notes 
that is here meant, as I have already explained. But I cannot 
admit the perfect accuracy of this statement. The exporter of an 
ounce of gold, purchased here at 4/.12s., would at least have had 
to wait three months before he could have received the 44 17s., 
because, after the gold is sold at Hamburgh, the remittance is 
made by a bill at 21 usances, so that, allowing for interest for this 
period, he would actually have obtained a profit of 4} per cent. 
only ; but, as the expense of sending gold to Hamburgh is stated 
in evidence to be 7 per cent., a bill would at this time have been a 
cheaper remittance by 23 per cent. 

Now, allowing that Mr Bosanquet is perfectly accurate in his 
statement, that the price of gold was in this country at 4/.12s. 
during the months of June, July, August, and September 1809, as 
well as in the spring of 1810, and that in all these instances such 
price was given for gold of the same quality, his conclusion that in 
those months in the year 1809 a profit of 51 per cent. could be made 
by the exportation of gold, over and above the expenses, is not 
warranted by the fact. “ If, at 101 and 29,” observes Mr Bosanquet, 
* there was a profit on the export of gold from hence to Hamburgh 
of 51 per cent., it follows that at 1043 (the prices in Hamburgh 
June, July, August, and September 1809), and 28s., there was a 
profit of 123 per cent.; or, deducting the expenses of conveyance, 
that gold, if bought here at 4/.12s. per ounce, was a cheaper 
remittance by 5} per cent. than a bill at the current exchange.” 
As I have already shown that when the exchange was 29, and the 

rice of gold in Hamburgh 101, gold was a dearer remittance than 
by bill by 23 per cent., it follows that at 28s. and 1041, it was only 
cheaper by 41 per cent. 

These facts prove that in June, July, August and September 
1809, whilst the exchange was at Hamburgh 28s. and vold 1041, 
the real exchange was in favour of Hamburgh ; whilst, in the spring 
of 1810, it was so much less favourable that it would not cover the 
expenses attending the importation of gold. 


* Sec last note, page 316. 
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As for the rise of gold in Hamburgh with an invariable exchange, 
it is what would have been naturally expected if there had been a 
corresponding rise in the price of gold here. In proportion as the 
English currency becomes depreciated as compared with gold, will 
it become worth fewer of the schillings of Hamburgh, unless a rise 
in the value of gold at Hamburgh should counteract the deprecia- 
tion, by making a gold pound sterling more valuable. 

The exchanges, again, would partake in all the variations in the 
value of a depreciated pound sterling, whilst the price of gold con- 
tinued invariable at Hamburgh. 

“Tt appears,” says Mr Bosanquet, “ by the return from the Bullion 
office at the Bank, No. 7 and 8 in the Appendix to the Report, 
that the total amount of gold bullion imported and deposited in the 
Bullion-office in 1809 amounted in value to only L.520,225 
That during the same period, the quantity of gold 
delivered out of the Bullion-office amounted in value to L.805,568 
of which only 592/. was not exportable. 

“The amount of the importation is therefore such as, when 
compared with the amount of exports and imports, and that of 
the circulating medium, to justify the assumption of comparative 
scarcity; and the excess of delivery beyond the importation is 
sufficient evidence of unusual demand.” 

The fact itself here insisted on would be of little importance in 
the question which we are now discussing; but it appears to me 
that Mr Bosanquet is not warranted in his conclusions by the 
statements in the accounts to which he refers. 

The excess of delivery beyond the importation is not any evidence 
of unusual demand, as it is accounted for by the following note to 
No. 7, from which the larger sum is extracted. 

* Note.—The above is the amount of gold which has passed 
the Bullion-office in the time above named, as sales and pur- 
chascs by private dealers, but which may have passed more than 
once the Bullion-office, having no information generally from 
whence the seller procures his gold.” 

The importations stated in No. 8 are actually deposited by 
importers from abroad, and can only be received once. Besides 
this objection, these accounts were not fair subjects of comparison, 
No. 7 being made up to the 18th April 1810, No. 8 to 30th March 
1810. 

* The point of view in which these facts are important,” continues 
Mr Bosanquet, “ is that which places the amount of gold imported 
or delivered in line of comparison with the amount of paper cur- 
rency, supposed to be depreciated on the evidence of the increascd 
price of bullion. The advance of 128 per ounce on the total quantity 
of gold delivered in one year—about 200,000 ounces—amounts to 
120,000}. or 130,0002, and this is assumed as an unequivocal 
symptom of a depreciation of 12 or 13 per cent. on 30 or 40 millions 
of paper, the probable amount of our paper currency.” * We may 
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soon expect to be told that the value of bank notes has increased, 
because the paper on which they are made is somewhat dearer than 
herctofore.” 

The value of a bank note is ascertained, not by the number of 
transactions which may take place in the purchase or sale of gold, 
but by the actual comparative value of the note with the value of 
the coin for which it professes to be a substitute. 

As it is allowed that a Government bank might force a circu- 
lation of paper, although our Bank cannot, how would Mr Bosanquet 
calculate the depreciation of such forced notes but by a comparison 
of their value with the value of bullion? Would he think it neces- 
sary to inquire whether 100 ounces only had been the amount 
transacted in the year, or whether it had heen a million? If gold 
be not a test by which to estimate depreciation, what is? Whilst 
it is a euin offence to buy guineas at a premium, it does not 
seem probable that we can possess the only test which would satisfy 
these gentlemen, namely, two prices for commodities, a price in 
guineas, and another in bank notes. They might, even in that 
case, contend, that it was the scarcity of gold abroad which had 
raised the value of the guinea. 


SECTION IV. 
Failure ascribed to Mr Locke's Theory relative to the Recoinage in 1696. 


IT is correctly stated by Mr Bosanquet, that Mr Locke's theory 
was similar to that now held. He did most certainly maintain that 
an ounce of silver in coin could not be less valuable than an ounce 
of silver bullion of the same standard. And the Committee now 
maintain, that in the sound state of the British currency an ounce 
of gold bullion cannot, for any length of time, be of more value than 
3l. 17s. 103d., or an ounce of gold coin: but neither of these 
opinions have been yet found incorrect. The effects expected from 
the re-coinage in King William's reign failed of being realized, not 
because Mr Locke's theory was followed, but because it was not 
followed. It did not fail because he could not be convinced that 
* the value of silver bullion was become greater than the standard 
or Mint price" (that being impossible if estimated in silver coin), 
but because his suggestions were not adopted. 

It was proposed by Mr Locke that silver coin should be the only 
fixed legal Panda of currency, and that guineas should pass 
current in all payments at their bullion value. - Under such a 
system, a guinea would have partaken of all the variations in the 
relative value of gold and silver; it might at one time have been 
worth 20s., and at another 25s.; but, contrary to Mr Locke's 
principle, the value. of the guinea was first fixed at 22s, and 
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afterwards at 21s. 6d., whilst its value as bullion was consi- 
derably below it.* At the same time the silver coin, for the 
very reason that gold was rated too high, passed in currency at 
a value less than its bullion value. It was to be expected, there- 
fore, that the gold coin would be retained, and that the silver coin 
would disappear from circulation. If the value of the guinea in 
currency had been lowered to its true market value in silver, the 
exportation of the silver coin would immediately have ceased, and, 
in fact, this was the remedy which was at last adopted. The matter 
being referred to Sir I. Newton in 1717, then master of the Mint, 
he reported, “the principal cause of the exportation of the silver 
coin was, that a guinca, which then passed for 21s. 6d., was gene- 
rally worth no more than 20s. 8d., according to the relative valuc 
of gold to silver at the market, though its value occasionally varied.” 
s He then suggested, that 6d. should be taken off from the value of 
the guinea in order to diminish the temptation to export and melt 
down the silver coin, acknowledging, however, that 10d. or 12d. 
ought to be taken from the guinea, in order that gold might bear 
the same proportion with silver money in England which it ought 
to do by the course of trade and exchange in Europe."t The same 
effects would have followed without the intervention of Government, 
if the relative value of gold and silver in the market had so varied 
as to have made them agree with the Mint proportions. 

Lord Liverpool, in speaking of the re-coinage in 1696, is of a 
very different opinion from Mr Bosanquet ;—so far from considering 
that measure as having “subjected the nation to disappointment 
and inconvenience, aider which we still labour, and to an unpro- 
fitable expense of nearly 3 millions sterling," he observes, * that 
great as this charge was, the losses which the Government as well 
as the people of this kingdom continued daily to suffer till the 
re-coinage was completed, justified almost any expense which might 
be incurred for their relief." 

Mr Bosanquet is not quite correct in saying, page 34, that the 
price of silver has never been under the Mint price since the re- 
coinage in the reign of King William. On a reference to Mr 
Mushet’s tables, it appears that it was as low as 5s. 1d. in 1793 and 
1794, and in 1798 it fell to 5s., which was the occasion of the law 
for prohibiting the coinage of silver which I have already noticed.} 


* It may be said, that, although guineas were by law prohibited from passing at 
more than 21s. 6d., they were not declared a legal tender till 1717 ; and, therefore, 
that no creditor was obliged to accept of them in discharge of a debt at that rate. But 
if Government received them in the payment of taxes at such value, the effects would 
be nearly the same as if they had by act of Parliament been made a legal tender. 

t Lord Liverpool's letter to the King. 

t Since this was sent to the press I have seen the second edition of Mr Bosanquet's 
work, in which this inaccuracy is correc 
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CHAPTER IV. 


MR BOSANQUET'S OBJECTIONS TO THE STATEMENT, THAT THE 
BALANCE OF PAYMENTS HAS BEEN IN FAVOUR OF GREAT 
BRITAIN, EXAMINED. 


Havine considered all those points deemed so important by Mr 
Bosanquet in contradiction of the opinion of the Committee, * that 
it is by a comparison of the market and Mint value of bullion, that 
the fact of the depreciation of the currency can be estimated ;" and 
having, I trust, made it evident that there is no other test singly, 
by which we are enabled to judge of the sound or unsound state of 
our paper currency, I shall proceed to the consideration of the next 
disputed position of the Bullion Committee; namely, “ That so far 
as any inference is to be drawn from Custom-house returns of 
exports and imports, the state of the exchanges ought to be ` 
peculiarly favourable." 

Mr Bosanquet has been at the trouble of consulting numerous 
documents to prove that the Committee have not only committed 
an error to the amount of 7,500,000/. in their estimate of the 
balance of exports, but other errors to a still greater amount; and 
that, in fact, so far from their opinion being well founded, that the 
state of the exchange ought to have been favourable to this country 
during the past year, the actual amount of the balance of payments 
to the Continent had been unusually great. 

As I am desirous only of defending the principles of the Com- 
mittee, and as these facts are by no means essential to those prin- 
ciples, I shall not enter into any examination of the correctness 
either of the statements of the Committee, or of those of Mr 
Bosanquet, but will at once concede to him the facts, difficult as he 
would find it to prove all of them, for which he contenda. 

That the balance of payments has been against this country 
cannot, I conceive, admit of dispute. The state of the real exchange 
sufficiently proves it, as that infallibly indicates from which country 
bullion is passing. It would, however, have been of some satisfac- 
tion to those who are desirous of clearly understanding this difficult 
subject, if Mr Bosanquet had acquainted us with the means which 
we possessed of paying the very large unfavourable balance for 
which he S Boes he imagine that it has actually been 
discharged with our own hoard of gold? Do we usually keep 
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unemployed such a large amount of bullion that we can afford to 
pay such balances year after year? 

As we have no mines of our own, if we do not actually possess 
it, we must purchase it from foreign countries; but bank notes will 
be useless for such purpose. If the price of gold in bank notes be 
4[: per ounce, or 107. per ounce, we shall not obtain the slightest 
addition to our quantity of bullion, as it can only be procured by 
the exportation of goods. If we obtain it from America, for example, 
it is with goods we must purchase it. In that case, on a view of 
the whole trade of the country, we have discharged a debt in 
Europe by the exportation of goods to some other part of the world, 
and the balance of payments, however large it may be, must 
ultimately be paid by the produce of the labour of the people of 
this country. Bills of exchange never discharge a debt from one 
country to another; they enable a creditor of England to receive, 
at the place where he is resident, a sum of money from a debtor to 
England; they effect a transfer of a debt, but do not discharge it. 
That a demand for gold (if it could be allowed that our creditor 
would accept nothing but gold) Bund occasion a rise in its value, 
no one denies. Jf, therefore, goods had become exceedingly cheap, 
it would have been the natural effect of such a cause. But how is 
any rise in its price in bank notes to procure it, even if we suppose 
it hoarded in England ? 

The seller is not to be deluded with an increase of nominal value ; 
it will be to him of little importance whether he sells his gold at 
3l. 17s. 104d., or at 4/. 12s. per ounce, provided either of those 
sums will procure him the commodities for which he intends ulti- 
mately to exchange his gold. If, then, bank notes to the amount 
of 3l. 17s. 104d. be rendered of equal value in procuring the com- 
modities which he seeks to purchase, with 4/. 12s., as much gold 
will be procured at one price as at the other. Now, can it be 
denied, that by reducing the amount of bank notes their value will 
be increased? If so, how can the reduction of bank notes prevent 
us from obtaining the same amount of gold, both at home and 
abroad, to discharge our foreign debt, as we now obtain by a no- 
minal and fictitious price ? 

* At a moment,” says Mr Bosanquet, “ when we were compelled 
to receive corn, even from our enemy, without the slightest stipu- 
lation in favour of our own manufacturer, and to pay neutrals for 
bringing it, Mr Ricardo tells us, that the export of bullion and 
merchandise, in payment of the corn we may export, resolves itself 
entirely into a question of interest, and that, if we give corn in 
exchange for goods, it must be from choice, not necessity. Whilst 
providing against famine, he tells us, that we should not import 
more goods than we export, unless we had a redundancy of cur- 
rency. 

Mr Bosanquet speaks as if the nation collectively, as one body, 
imported corn and exported gold, and that it was compelled by 
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hunger so to do, not reflecting that the importation of corn, even 
under the casc supposed, is the act of individuals, and governed by 
the same motives as all other branches of trade. What is the degree 
of compulsion which is employed to make us receive corn from our 
enemy? I suppose no other than the want of that commodity 
which makes it an advantageous article of import; but if it be a 
voluntary, as it most certainly is, and not a compulsory bargain 
between the two nations, I do still maintain that gold would not, 
even if famine raged amongst us, be given to France in exchange 
for corn, unless the exportation of gold was attended with advan- 
tage to the exporter, unless he could sell corn in England for more 
gold than he was obliged to give for the purchase of it. 

Would Mr Bosanquet, would any merchant he knows, import 
corn for gold on any other terms? If no importer would, how could 
the corn be introduced into the country, unless gold or some other 
commodity were cheaper here? As far as those two commodities 
are concerned, do not these transactions as certainly indicate that 
gold is dearer in France, as that corn is dearer in England ? 

Seeing nothing in Mr Bosanquet's statement to induce me to 
change my opinion, I must continue to think that it is interest, and 
interest alone, which determines the exportation of gold, in the 
same manner as it regulates the exportation of all other com. 
modities. Mr Bosanquet would have done well, before he had 
deemed this opinion so extravagant, to have used something like 
argument to prove it so; and he would not have hurt his cause, if, 
even in the year 1810, he had explained his reason for supporting 
a principle advanced by Mr Thornton in 1802, the correctness of 
which was questioned in 1809. 

Bullion will not be exported unless we have previously imported 
it for such purpose, or unless from some circumstances in our in- 
ternal circulation it has been rendered cheap and less useful to us. 
If Milan decrees, embargoes, non-intercourse acts, &c., affect the 
exportation of commodities, they also affect their importation, as 
no country can long continue to buy unless it can also sell; and 
least of all, England, who by the abundance of her paper has driven 
from her circulation every vestige of the precious metals. 

* If the currency be depreciated below the value of gold," 
Mr Bosanquet tells us, “it is so positively, not relatively, and all 
exchanges must equally feel the influence of the depreciation." 
(Page 20). Most true; and therefore if Mr Bosanquet could have 
shown that with any one country in the world whose currency is not 
debased nor depreciated, the exchange had been favourable to 
England, he would have successfully controverted -the opinion of 
the Committee. 

Some able writers on this subject have lately taken, I think, a 
mistaken view of the exportation of money, and of the effects 
produced on the price of bullion by an increase of currency through 
paper circulation. 
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Mr Blake observes, * All writers upon the subject of political 
economy that I have met with seem to be persuaded that, when 
the rate of exchange has deviated from par beyond the expenses of 
the transit of bullion, bullion will immediately pass; and the error 
has arisen from not sufficiently distinguishing the effects of a real 
and a nominal exchange ;” and many pages are employed in prov- 
ing, that on every addition to the paper circulation, even Min a 
great part of the currency consists of the precious metals, the price 
of bullion will be raised in the same proportion as other commodities ; 
and as the foreign exchange will be nominally depressed in the 
same degree, no advantage will arise from the exportation of bullion. 
The same opinion is maintained by Mr Huskisson, page 27. 

“If the circulation, of a country were supplied partly by gold 
and partly by paper, and the amount of that circulation were 
doubled by an augmentation of that paper, the effect upon prices 
at home would be the same as in the former case" (a rise in the 
price of commodities). * But gold not becoming, by this aug- 
mentation of currency, more abundant in such a country than in 
other parts of the world, as a commodity, its relative value to other 
commodities would remain unaltered; as a commodity, also, its 
price would rise in the same proportion as that of other commodities, 
although, in the state of coin, of which the denomination is fixed by 
law, it could only pass current according to that denomination. 

“ When paper is thus augmented in any country, the exportation 
of the gold coin, therefore, will take place; not because gold, as a 
commodity, is become more abundant and less valuable with reference 
to other commodities in such a country ; but, from the circumstance 
of its value as currency remaining the same, while its price in that 
currency is increased in common with the prices of all other com- 
modities." | 

I should perfectly agree with these writers, that the cflects on 
the value of gold, as an exportable commodity, would be as they 
describe, provided the circulation consisted wholly of paper; but 
no rise would take place in the price of bullion in consequence of 
an addition of paper currency, whilst the currency was either wholly 
metallic, or consisted partly of gold and partly of paper. 

If an addition be made to a currency consisting partly of gold 
and partly of paper, by an increase of paper currency, the value of 
the whole currency would be diminished, or, in other words, the 
prices of commodities would rise, estimated either in gold coin or 
in paper currency. The same commodity would purchase, after 
the increase of paper, a greater number of ounces of gold coin, 
because it would exchange for a greater quantity of money. But 
these gentlemen do not dispute the fact of the convertibility of 
coin into bullion, in spite of the law to prevent it. Docs it not 
follow, therefore, that the value of gold in coin, and the value of 
gold in bullion, would speedily approach a perfect equality? If, 
then, a commodity would sell, in consequence of the issue of paper, 

m" 
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for more gold coin, it would also sell for more gold bullion. It 
cannot, therefore, be correct to say, that the relative value of gold 
bullion and commodities would be the same after, as before, the 
increase of paper. 

The diminution in the value of gold, as compared with com- 
modities, in consequence of the issues of paper in a country where 
gold forms part of the circulation, is, in the first instance, confined 
to that country only. If such country were insulated, and had no 
commerce whatever with any other country, this diminution in the 
value of gold would continue till the demand for gold for its 
manufactures had withdrawn the whole of its coin from circulation, 
and not til then would there be any visible depreciation in the 
value of paper as compared with gold, whatever the amount of paper 
might be which was in circulation. 

he soon as the gold had been wholly withdrawn, the demand for 
manufactures still continuing, gold would rise above the value of 
paper, and would soon obtain that relative value to other commo- 
dities which subsisted before any addition had been made to the 
circulation by the issues of paper. The mines would then supply 
the quantity of gold required, and the paper currency would con- 
tinue to be permanently depreciated. During this interval, the 

ld mines of such country, if it possessed any, could not be worked, 
es of the low value of gold, which would have reduced the 
profits on eapital employed in the mines below the level of the 
profits of other mercantile concerns. As soon as this equality of 
p were established, the supply of gold would be as regular as 

efore. These would be the consequences of a great issue of paper 
in a country having no intercourse with any other. 

But if the country supposed, as is the case with England, had 
intercourse with all other countries, any excess of her currency 
would be counteracted by an exportation of specie, and if that 
excess did not exceed the amount of coin in circulation, which 
could be easily collected by those who evade the law, no deprecia- 
tion of the currency would take place. 

Suppose England to have 1000 ounces of gold in the state of 
bullion, and 1000 ounces in the state of coin, whilst her exchange 
with foreign countries was at par; that is to say, whilst the value 
of gold abroad was precisely the same as here, and therefore could 
be neither advantageously exported nor imported. 

Suppose, too, that the Bank were at such time to issue notes to 
an amount which should represent 1000 ounces more of gold, and 
that they were not exchangeable for specie. If her bullion retained 
the same value after as before the issue of paper (which is the point 
contended for) how could a single guinea be exported ? ho 
would be at the trouble and risk of sending guineas to the Continent 
to be sold there for their value as bullion, while the value of bullion 
continued here as high as before, and consequently as high as the 
price abroad? Would not the coin be melted and sold as bullion 
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at home, till the value of bullion had so much diminished in its 
relative value to the bullion of other countries, and therefore to the 
relative value of commodities here, as to pay the expenses of trans- 
portation; or, in other words, till the exchange had fallen to the 
price at which it would repay such expenses? At that price the 
whole 1000 ounces would go at once, or if any part were retained 
in circulation, it would not be of less value than an equal weight of 
gold bullion. I am all along considering the law as having no 
effect in preventing exportation, and if it be contended that the law 
could be strictly executed, that argument would be equally appli- 
cable if the addition to the currency had been made in gold coin, 
and not in paper currency. 

It appears, therefore, evident, first, that by the addition of paper 
to a currency consisting partly of gold and partly of paper, gold 
. bullion will not necessarily rise in the same degree as ether com- 
modities ; and, secondly, that such addition will cause depression 
not in the nominal but in the real exchange, and therefore that gold 
will be exported. 

But to return to Mr Bosanquet. He observes, “that the three 
propositione," viz. those on which I have been commenting, * appear 
to have been brought forward by the Committee as well as by the 
authors on whose theories the ende is founded, to induce the 
admission of the depreciation of the paper currency of this country 
as the necessary consequence of the impossibility of accounting for 
the depression of the exchanges and the increased price of bullion 
in any other way. They may be termed negative arguments." 

Now, as far as I, who am one of the authors arraigned, am con- 
cerned, Mr Bosanquct is incorrect : the third of these propositions 
was not on any occasion brought forward by me. The fact of the 
balance of payments being for or against this country could be of 
little consequence, in my estimation, to the proof of the theory which 
I maintain. Whether a part of our exports or a part of our imports 
consisted of gold cannot in the least affect this question ; it is 
abundantly certain that our currency is neither by ourselves nor by 
foreigners estimated at its bullion value. And why should our 
currency be degraded below such value more than those of America, 
France, Hamburgh, Holland, &c.? The answer is, because neither 
of those countries have a paper currency not convertible into specie 
at the will of the holder. 
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CHAPTER V. 


MR BOSANQUET'8 ARGUMENT TO PROVE THAT THE BANK OF 
ENGLAND HAS NOT THE POWER OF FORCING THE CIRCULATION 
OF BANK NOTES, CONSIDERED. 


THE fourth proposition is what now presents itself for discussion : 

* 'That the Bank, during the restriction, possesses exclusively the 
power of limiting the circulation of bank notes." 

It is difficult to determine whether Mr Bosanquet thinks that 
even a forced paper circulation could have the effect of lowering the 
exchange ; so confidently is it asserted by him that there is no con- 
nexion between the exchanges and the amount of bank notes. If 
the Dank were to become truly a Government Dank, in the sense in 
which Mr Dosanquet somewhere uses that term ; if they were to 
advance all the money requisite for the service of the year; if from 
20 millions they were to raise the amount of their notes to 50 
millions, would not such a bank be justly said to force a circulation 
of paper? and would not the effect of such a forced circulation of 
paper be, that their notes would be depreciated, that the price 
of bullion would rise, and the foreign Ru fall? Would not 
these effects take place although Government were to guarantee 
the notes of the Bank, and the final payment of them should by no 
one be doubted? Would not the abundance of the circulation alone | 
produce depreciation? Or, is it to be maintained that no abundance 
of paper money, provided its final redemption be certain, can cause 
depreciation? A proposition so extravagant will hardly, I think, 
be supported, and 1t must therefore be admitted that depreciation 
may arise from the abundance of notes alone, however great might 
be the funds of those who were the issuers of them. As these 
symptoms, then, which accompany a forced paper currency are, at 
this moment, too glaring to be denied, as they cannot be accounted 
for iy any other way either by theory or by an appeal to experience, 
are we not justified in our suspicions that the Bank of England, as 
at present constituted, is not so devoid of the power of forcing a 
circulation as their friends would have us believe? It is not 
intended by the words, forced circulation, to accuse the Bank of 
having departed from those cautions which have usually accompanied 
the issue of their paper; it is meant only that the restriction bill 
enables them to keep in circulation an amount of notes (allowance 
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made for the coin that would then be in circulation) greater than 
they could maintain but for that measure. It is this surplus sum 
which I consider as producing precisely the same effects as if it 
were forced on the public by a Government Bank. The plea that 
no more is issued than the wants of commerce require is of no 
weight ; because the sum required for such purpose cannot be 
defined. Commerce is insatiable in its demands, and the same 
portion of it may employ 10 millions or 100 millions of circulating 
medium; the quantity depends wholly on its value. If the mines 
had been ten times more productive, ten times more money would 
the same commerce employ. This Mr Bosanquet admits, but denies 
the analogy between the issues of the Bank and the produce of a new 
gold mine. 

On this subject Mr Bosanquet makes the following observations : 

“Mr Ricardo has assimilated the Bank of England during the 
restriction, so far as relates to the effects of its issues, to a gold 
mine, the produce of which being thrown into circulation, in addi- 
tion to the circulating medium already sufficient, is an excess ; and 
has the acknowledged effect of depreciating the value of the existing 
medium, or, in other words, of raising the prices of commodities 
for which it is usually exchanged. But Mr Ricardo has not stated 
what is essential to the comparison, why it is that the discovery of 
a gold mine would produce this effect. It would produce it, because 
the proprietors would issue it, for whatever services, without any 
engagement, to give an equal value for it again to the holders, or 
any wish, or any means, of calling back and annihilating that which 
they have issued. By degrees, as the issues increase they exceed 
the wants of circulation; gold produces no benefit to the holder as - 
gold; he cannot eat it, nor clothe himself with it; to render it use- 
ful, he must exchange it either for such things as are immediately 
useful, or for such as produce revenue. The demand, and conse- 
quently the prices, of commodities and real propertics measured in 
gold, increases, and will continue to increase as long as the mine 
continues to produce. And this effect will equally follow whether, 
under the circuinstances I have supposed, the issue be gold from a 
mine or paper from a Government Bank. All this I distinctly admit ; 
but in all this statement, there is not one point of analogy to the 
issues of the Bank of England. 

“ But the principle on which the Dank issues its notes is that of 
loan. Every note is issued at the requisition of some party, who 
becomes indebted to the Bank for its amount, and gives security to 
return this note, or another of equal value, at a fixcd and not remote 
period ; paying an interest proportioned to the time allowed.” 

Now, supposing the gold mine to be actually the property of the 
Bank, even to be situated on their own premises, and that they 

rocured the gold which it produced to be coincd into guineas, and 
in lieu of issuing their notes when they discounted villa or lent 
money to Government, that they issued nothing but guineas; could 
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there be any other limit to their issues but the want of the further 
productiveness in their mine? In what would the circumstances 
differ if the mine were the property of the king, of a company of 
merchants, or of a single individual? In that case Mr Bosanquet 
admits that the value of money would fall, and I suppose he would 
also admit that it would fall in exact proportion to its increase. 

What would be done with the gold by the owner of the mine? 
It must be either employed at interest by himself, or it would 
finally find its way into the hands of those who would so employ it. 
This is its nat destination ; it may pass through the hands of 
100 or 1000 persons, but it could be employed in no other manner 
at last. Now, if the mine should double the quantity of money, it 
would depress its value in the same proportion, and there would be 
double the demand for it. A merchant who before required the 
loan of 10,0007. would now want 20,000/. ; and it could be of little 
importance to him whether he continued to borrow 10,000/. of the 
Bank, and 10,000/. of those with whom the money finally rested, 
or whether he borrowed the whole 20,000/. of the Bank. The 
analogy seems to me to be complete, and not to admit of dispute. 
The issues of paper not convertible are guided by the same prin- 
ciple, and will be attended with the same effects as if the Bank 
were the proprietor of the mine, and issued nothing but gold. 
However much gold may be increased, borrowers will increase to 
the same amount, in consequence of its depreciation; and the same 
rule is equally true with respect to paper. If money be but depre- 
ciated sufficiently, there is no amount which may not be io d 
and it would not make the slightest difference whether the Dank 
with their notes actually punshased the commodities themselves, 
E whether they discounted the bills of those who would so employ 
them. 

If it were granted to Mr Bosanquet that a given sum, and no 
more, could be absorbed in the circulation, the effects he states 
would follow : but I deny that there would be a surplus seeking in 
vain for advantageous employment, and which, not being able to find 
it, would necessarily either return to the Bank in payment of a bill 
already discounted, or would prevent an application to them for 
an advance of money to that amount. 

If money, however abundantly issued, could retain its value, 
such might be the effects; but as, when once it is brought into 
circulation, depreciation commences, the employment for the addi- 
tional sum would retain it in the currency. 

Let us recur to the effect which would result from the establish- 
ment of a bank of undoubted credit in a country where the circulation 
was wholly metallic. 

Such a bank would discount bills or make advances to Govern- 
ment as our Bank does; and if the principle now contended for by 
Mr Bosanquet be correct, their notes would necessarily return on 
them as soon as issued; because the metallic currency being before 
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sufficient for the commerce of the country, no additional quantity 
could be employed.—But this is contrary both to theory and expe- 
rience. The issues of the Bank would, as they now do, not only 
depreciate the currency, but the value of bullion at the same time, 
as I have endeavoured to explain at page 338 ; this, again, would be 
the temptation to exportation, and the diminution ofthe currency 
would make it regain its value. The Bank would issue more notes, 
and the same effects would follow; but in no case would there be 
such an excess as would induce any holder of notes to return them 
to the Bank in payment of loans, if the law against the exportation 
of money could be effectually executed. Money would be demanded 
because it could be profitably exported, and not because it could not 
be absorbed in the circulation. But let us suppose a case in which 
money could not be profitably exported—Let us suppose all the 
countries of Europe to carry on their circulation by means of the 
precious metals, and that Ei were at the same moment to establish 
a Dank on the same principles as the Bank of England — Could they, 
or could they not, each add to the metallic ailen a certain por- 
tion of paper? and could or could they not permanently maintain 
that paper in circulation? If they could, the question is at an end; 
an addition might then be made to a circulation already sufficient, 
without occasioning the notes to return to the Dank in payment of 
bills due. If it is said they could not, then I appeal to experience, 
and ask for some explanation of the manner in which bank notes 
were originally called into existence, and how they are permanently 
kept in circulation. 

should find it laborious to follow up in all its bearings the ana- 
logy between the first establishment of a Dank, the discovery of & 
mine, and the present situation of our Bank ; but of this I am fully 
certain, that if the principle advanced by the Bank Directors be 
correct, not a bank note could ever have been permanently kept in 
circulation, nor would the discovery of the mines of America have 
added one guinea to the circulation of England. The additional 
gold would, according to this system, have found a circulation 
already adequate, and in which no more could be admitted. 

The refusal to discount any bills but those for bond fide transac- 
tions would be as little effectual in limiting the circulation ; because, 
though the Directors should have the means of distinguishing such 
bills, which can by no means be allowed, a greater portion of paper 
currency might be called into circulation, not than the wants of 
commerce could employ, but greater than what could remain in the 
channel of currency without depreciation. It is well known that 
the same thousand pounds may settle 20 boná fide transactions in 
one day. It may pay for a ship; the seller of a ship may pay with 
it his rope-maker ;—he again may pay the Russian merchants for 
hemp, &c., &c. Now, as each of these was a bond fide transaction, 
a bill might have been drawn by each, and the Bank, by their rule, 
might discount them all; so that 20,0004. might be called into 
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circulation to perform those payments for which 10004. was equal. 
I am aware that the opinion of Dr Smith, as quoted by Mr Bosan- 
quet, appears to favour his opinion; but that able writer has, in 
various passages of his work, and within a few pages of that from 
whence Mr Bosanquet has quoted, declared that “ The whole 
paper money of every kind which can easily circulate in any country 
can never exceed the value of the gold and silver of which it sup- 
plies the place, or which (the commerce being supposed the same) 
would circulate there if there were no paper money." 

To this test we must not submit our currency. If at its present 
amount it consisted of gold and silver, no laws, however severe, 
could retain it in circulation; a part would be melted and exported 
till it was reduced to its just level. At that level it would be as 
impossible to force the exportation of it. In such case we should 
no longer hear of the balance of payments being against us, nor of 
the necessity of exporting gold in return for corn. ‘That such would 
be the consequences cannot be doubted by those who are familiar 
with the writings of Dr Smith. But if it should be otherwise, if 
the Continent should adopt the almost impossible, absurd policy of 
wishing to buy more of that of which they already had too much, 
what evil consequences would ensue to us, even if our currency 
were reduced to the same level at which it stood before the disco- 
very of America? Would not this be a national gain? inasmuch 
as the circulation of the same commerce being carried on with a 
smaller amount of gold, the balance might be profitably employed 
in procuring a return of more useful and more productive commo- 
dities. And if the circulation of paper were reduced in the same 
proportion, would not the profits now gained by the Bank be 
enjoyed by those who can show a much better title to them ? 

It is fortunate for the public that there should exist the disin- 
clination to discount at the Bank which Mr Bosanquet mentions, — 
as without some such check, it is impossible to say to what amount 
bank notes might by this time have been multiplied. Indeed, to 
all those who have given the subject any consideration, it is matter 
of surprise that our circulation has been confined within such moder- 
ate bounds, after knowing the principles which the Bank Directors 
have avowed as their guide in regulating their issues. 
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CHAPTER VI. 


OBSERVATIONS ON THE PRINCIPLES OF SEIGNORAGE. 


Dr Situ, though favourable to a small seignorage on the coin, 
was fully aware of the evils which might attend a large one. 

The limits, beyond which a seignorage cannot be advantageously 
extended, are the actual expenses incurred by the manufacturing 
of bullion into coin. If a seignorage exceeds these expenses, an 
advantage will accrue to false coiners by imitating the coins, although 
they should actually make them of their legal weight and standard ; 
but even in this case, as the addition of money to the circulation 
beyond the regular demands of commerce will diminish the value of 
that money, the trade of false coiners must cease when the value of 
the coin does not exceed the value of bullion more than the actual 
expenses of fabrication. Ifthe public could be secured from such 
illegal additions to the circulating medium, there could be no 
seignorage so high which a Government might not advantageously 
exact; as the coined money would, in the same degree, exceed the 
value of bullion. If the seignorage amounted to 10 per cent., bullion 
would necessarily be 10 per cent. under the Mint price; and if it 
were 50 per cent., that also would the value of coin exceed the 
value of bullion. It appears, then, that although a given weight 
of bullion can never excecd in value a given weight of coin, a given 
weight of coin may exceed in value a given weight of bullion by 
the whole expense of scignorage, however great that seignorage 
may be, provided that there was effectual security against the 
increase of money through the imitation of the coins by illegal 
means. And it appears also, that if no such security could be 
given, the trade of the false coiner would cease as soon as he had 
added so much to the amount of the coin as to diminish its value 
on a comparison with bullion, to the actual expenses incurred. 
That these principles are correct may be proved from the considera- 
tion of the circumstances which give value to a bank note. A 
bank note is of no more intrinsic value than the piece of paper on 
which it is made. It may be considered as a piece of money on 
which the scignorage is enormous, amounting to all its value; yet 
if the public is sufficiently protected against the too great increase 
of such notes, either by the indiscretion of the issucrs, or by the 
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practices of false coiners or forgers, they must, in the ordinary 
operations of trade, retain their value. 

Whilst such money is kept within certain limits, any value may 
be given to it as currency; 3l. 17s. 104d. may be worth an ounce 
of gold bullion, the value at which it was originally issued, or it 
may be reduced to the value of half an ounce; and if the Bank 
which issued had the exclusive privilege of procuring money to be 
coined at the Mint, 3/. 17s. 104d. of their notes might be rendered 
of equal value to 1, 2, 3, or any number of ounces of gold bullion. 

The value of such money must depend wholly upon its quantity ; 
and in the case supposed, the Dank would not only have the power 
of limiting the amount of paper money, but of metallic money also. 

I have before endeavoured to show, that, previously to the esta- 
blishment of banks, the precious metals employed as money were 
necessarily distributed amongst the different countries of the world 
in the proportion that their trade and payments required; that, 
whatever the value of the bullion so employed for the purposes of 
currency might be, the equal demands and necessities of all countries 
would prevent the quantity allotted to each from being either in- 
creased or diminished, unless the proportions in the trade of countries 
should undergo some alteration which should make a different divi- 
sion een ; that England or any other country might substitute 
paper instead of bullion for the uses of money, but that the value of 
such paper must be regulated by the amount of coin of its bullion 
value which would have circulated had there been no paper. 

Under this point of view the paper currency of any particular 
country represents a certain weight of bullion which, her commerce 
and payments continuing the same, could neither be increased nor 
diminished ; 3l. 17s. 104d. of coin or paper currency might represent 
-an ounce of gold bullion, or 47. 13s. might, in consequence of some 
internal regulation, do the same ; but. the actual amount of bullion 
so represented would, under the same circumstances of commerce 
and payments, be eternally the same. 

Suppose that England's share amounted to a million of ounces; 
if, by a law which could be effectually executed, à million and a half 
of ounces in coin could be forced or retained in circulation by pre- 
venting its being melted or Aper, or if, by means of a restriction 
bill, the Bank should be enabled to maintain an amount of paper 
which should represent a million and a half of ounces of coined 
gold in circulation, such million and a half would be of no more 
value in currency than a million of ounces; and consequently an 
ounce and a half of coined gold, or bank notes which represented 
that amount, would purchase no more of any commodity than an 
ounce of gold bullion. If, on the other hand, Government were to 
charge a seignorage of 50 per cent., or if the issues of the Bank 
were to be exceedingly limited, whilst they had also the exclusive 
right of coining, so that the whole amount of their notes did not 
exceed what should represent, at the Mint price, half a milion of 


ON REPORT OF BULLION COMMITTEE. 347 


ounces of gold, that half million would in currency pass for the 
same value as the million of ounces in one case, and the million and 
a half in the other did before. 

From these principles it results, that there can exist no depre- 
ciation of money but from excess. However debased a coinage 
may become, it will preserve its Mint value, that is to say, it will 
pass in circulation for the intrinsic value of the bullion which it 
ought to contain, provided it be not in too great abundance. It is 
a mistaken theory, therefore, to suppose that guineas of 5 dwts. and 
8 grains cannot circulate with guineas of 5 dwts. or less. As they 
might be in such limited quantity that both the one and the other 
might actually pass in currency for a value equal to 5 dwts. 10 grains, 
there would be no temptation to withdraw either from circulation ; 
there would be a real profit in retaining them. In practice, indeed, 
it would seldom occur that the heavier pieces would escape the 
melting pot, but it would arise wholly from the augmentation of 
such currency, either by the liberal issues of the Bank, or by the 
supply of false money which the arts of the false coiner would throw 
into circulation. 

Our silver currency now passes at a value in currency above its 
bullion value, because, notwithstanding the profit obtained by the 
counterfciter, it has not yet been supplied in sufficient abundance 
to affect its value. 

It is on this principle, too, that the fact must be accounted for, 
that the price of bullion previously to the recoinage in 1696 did 
not rise so high as might have been expected from the then debased 
state of the currency; the quantity had not been increased in the 
game proportion as the quality had been debased. 

It alas follows from these principles, that in a country where gold 
is the measure of value, the price of gold bullion (where the law 
offers no restraint against exportation) can never exceed its Mint 
price; and that it can never fall more below it than the expenses 
of coinage; and that these variations depend wholly on the supply 
of coin or paper currency being proportioned to the trade of the 
country ; or, in other words, that nothing can raise the value of 
bullion even so high as the Mint price but an excess of circulation. 
If, indeed, any power in the State have the privilege of increasin 
the paper currency at pleasure, and be at the same time protecte 
from the payment of its notes, there is no other limit to the rise of 
the price of gold than the will of the issuers. 
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CHAPTER VII. 


MR BOSANQUET’S OBJECTIONS TO THE PROPOSITION, THAT THE 
CIRCULATION OF THE BANK OF ENGLAND REGULATES THAT OF 
THE COUNTRY BANKS, CONSIDERED. 


THE next proposition which Mr Bosanquet attempts to disprove is 
that in which the Committee give it as their opinion, “ That the 
circulation of country bank notes depends upon, and is proportionate 
to, the issues from the Bank.” 

There are many practical authorities for the truth of this principle 
also. It appears to be singularly unfortunate, that few of the 
principles of the Bullion Committee which Mr Bosanquet has 
selected have not the authority of practical men, to whose opinions 
on these subjects so much deference is paid. That the exchange 
can never vary for any length of time beyond the limits defined by 
the Committee has been, and is, the opinion of the ablest practical 
men. 

That the price of bullion cannot long continue with a sound 
system of currency, above the Mint price, has received full con- 
firmation from the same quarter, and the proposition now under 
discussion is not without the same sanction. Mr Huskisson has 
already availed himself of the authority of the Governor of the 
Bank for its truth, who declared in his evidence to the Committee, 
page 127, “The country banks, by not regulating their issues on 
the principle of the Bank of England, might send forth a super- 
abundance of their notes; but this excess, in my opinion, would no 
sooner exist in any material degree, than it would be corrected by 
its own operation, for the holders of such paper would immediately 
return it to the issuers, when they found that in consequence of the 
over issue its value was reduced, or likely to be reduced, below par; 
thus, though the balance might be slightly and transiently disturbed, 
no considerable or permanent over-issue could possibly take place, 
. as from the nature of things the amount of bank notes in circulation 
must always find its level in the public wants.” Mr Gilchrist of 
the Bank of Scotland, stated to the Committee, that “If the Bank 
of England were to restrict their issues, of course the Scotch banks 
would find it necessary to diminish theirs.” “The issues of the 
Dank of England," he observed, *operate upon the issues of the 
banks of Scotland in this manner. 1f the banks of Scotland issue 
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more than they ought to do in proportion to the issues of the Bank 
of England, they would be called upon to draw bills upon London 
at a lower rate of exchange." (Page 114, App.) Mr Thompson, 
a country banker, and a member of the Committee, was asked, 
* By what criterion do the country banks now regulate their issues 
of paper?"— Ans. “ By the plenty or scarcity of bank notes." 
« Then their issues bear a proportion to the issues of the Bank ?” 
—Ans. “In my opinion they do.” 

“The Committee," Mr Bosanquet observes, “has net defined 
the sense in which they use the term excess of currency ; I, there- 
fore,” he continues, “suppose it to be used in the Report in the 
sense in which it is used by Dr Smith, as denoting a quantity 
greater than the circulation of the country can easily absorb or 
employ." And in another place, “ As the fact is not apparent, at 
least (I mean that there is more paper than the country can easily 
absorb and employ) the onus probandi seems to lie on the Com- 
mittee.” 

This is not the sense in which I consider the Committee to use 
the word excess. In that sense there can be no excess whilst the 
Bank does not pay in specie, because the commerce of the country 
can easily employ and absorb any sum which the Bank may send 
into circulation. It is from so understanding the word excess that 
Mr Bosanquet thinks the circulation cannot be excessive, because 
the commerce of the country could not easily employ it. In pro- 
portion as the pound sterling becomes depreciated will the want of 
the nominal amount of pounds increase, and no part of the larger 
sum will be excessive, more than the smaller sum was before. By 
excess, then, the Committee must mean the difference in amount of 
circulation between the sum actually employed, and that sum 
which would be employed if the pound sterling were to regain its 
bullion value. This is a distinction of more consequence than at 
first sight appears, and Mr Bosanquet was well aware that it was 
in this sense that 1t was used by me. He has been so obliging as 
to express my meaning in a passage where it appeared obscure ; he 
has done it most ably, and completely understood the sense in 
which I used the words an ezcessive circulation. He observes upon 
the passage, page 86, “If this interpretation be adopted, it will be 
nearly useless to search for, and inquire after, excess of paper as a 
fact; we must be content to admit proof of ita existence from its 
effects, and our attention must be directed to ascertain depreciation, 
or an increased price of commodities, solely arising out of, and 
occasioned by, the increased amount of the circulating medium." 
I do most unequivocally admit, that whilst the high price of bullion 
and the low exchanges continue, and whilst our gold is unde- 
based, it would to me be no proof of our currency not being 
depreciated if there were only 5 millions of bank notes in circulation. 
When we speak, therefore, of an excess of bank notes, we mean 
that portion of the amount of the issues of the Dank, which can now 
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circulate, but could not, if the currency were of its bullion value. 
When we speak of an excess of country currency, we mean a 
portion of the amount of the country bank notes, which cannot be 
absorbed in the circulation, because they are exchangeable for, and 
are depreciated below, the value of bank notes. 

This distinction appears to me to be an answer to Mr Bosanquet's 
objection, where he says, * but does it follow that the country bank 
paper, if issued to excess, will not be checked, because there is 
already more bank paper in circulation than the country can absorb 
and employ? If it be admitted, and how can it be denied? that 
the price of commodities must everywhere rise or fall in proportion 
to the increase or diminution of the money which circulates them ; 
must not an increase of London money increase the prices of 
commodities in London only, unless a part of that money can be 
employed in the country circulation ? and, on the contrary, must 
not the same rise take place in the country prices only if the country 
currency be increased, and if it be not convertible into London 
currency ; or cannot circulate in London? If the case put by Mr 
Bosanquet be supposed possible, that the London currency only 
should be increased, and that London bank notes were not current 
in the country, then we should have an exchange with the country 
in the same manner as we have with Hamburgh or France, and 
that exchange would show that London paper was, on a comparison 
with country paper, depreciated. 

If each of the country banks were protected by a restriction act 
from paying their notes in any other medium than their own papery 
and if these notes were each confined to the circulation of their 
particular districts, they would each be depreciated on a comparison 
with bullion, in proportion as their amount exceeded the amount of 
money of bullion value which would have circulated in those districts 
if they had not been protected by such an act. The notes of one 
bank might be depreciated 5 per cent., of another 10, another 20, 
and so on. The restriction bill being confined to the Bank of England 
alone, and all other notes being convertible into their notes, country 
notes can never be issued in a greater proportion than those of the 
London Bank. Mr Bosanquet thinks, “I was bound to show that 
some physical impossibility obstructs the increase of bank notes at 
the expense of country notes, and vice versa, before I assume that 
an increase of bank notes must produce an increase of country 
notes.” 

From what I have already said, I think it will appear that, unless 
London notes are employed in the circulation of places where they 
were not before admitted, there is, if not a physical, at least 
an absolute impossibility, that an increase of Bank of England notes 
should not either be followed by an increase of country Pank notes, 
or by a depreciation in the value of the London notes as compared 
with the country notes. 

But how is this effected? How do the issues of the Bank produce 
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an increase in the country circulation? Mr Gilchrist has informed 
us. Reverse the case which he has supposed, and it would stand 
thus :—If the Bank of England increase their issues, the country 
banks might increase theirs: the prices of commodities being raised 
in London, whilst those of the country continued as before, money 
would be wanted in the country to purchase in the cheaper market; 
bills would be demanded for that purpose upon the country, which 
would therefore sell at a premium, or, in other words, bank notes 
would be depreciated below the value of the country currency. 
Such demand would cease as soon as the country currency were 
either brought up to the level of the London currency, or the 
London currency reduced to the level of the country currency. 

I should not have thought that a principle so clear could have 
been questioned : the value of our gold currency formerly regulated 
the value of a pound sterling all over England. If gold bone 
abundant from the discovery of new mines, and more moncy were 
therefore employed in the circulation of London, a proportionate 
increase must necessarily have taken place in the country to preserve 
the equality of prices. Bank notes perform now the same office; 
and if they be increased, the country currency must either partake 
in the use of the additional quantity, or the country banks must 
make a proportional increase to their issues. It is not difficult, 
under such circumstances, to determine what will be the choice of 
the country banks. 

The Committee having stated, that “If an excess of paper be 
issued in a country district, while the London circulation does not 
exceed its due proportion, there will be a local rise in prices in 
that country district, but prices in London will remain as before ; 
that those who have the country paper will prefer buying in London, 
where things are cheaper, and will therefore return that aM 
paper upon the banker who issued it, and will demand of him Dan 
of England notes, or bills upon London; and that thus the excess 
of country paper beng returned upon the issuers for Bank of England 
paper, the quantity of the latter necessarily and effectually limits the 
quantity of the former.” 

Mr Bosanquet asks, “ Does this follow as a consequence? Ad- 
mitting the accuracy of the reasoning, under the supposition that 
the country notes were actually paid in bank notes, does it apply 
under the admission that they are paid by bills on London, since, 
as we have already shown, the payment of these has very little 
reference to bank notes?” Most certainly it does. Suppose the 
excess of country paper to be 1000/., and in consequence 1000/. 
in Bank of England notes is demanded of the issuer, and sent up to 
London for the purchase of goods, will not 1000/. be added to the 
London circulation, whilst that of the country is diminished 1000/. 
Now, suppose that instead of a Bank of England note of 10002. a 
bill on London is given to the holder of the country note, this will 
as sufficiently answer his purpose of making a purchase in London ; 
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but as a bill is only an order to A in London to pay to B in London, 
the London currency will remain as before, but the country currency 
will be reduced 1000/. 

Now, the only difference in the two cases is this, that in the 
former 10004. was added to the London circulation, in the latter it 
continued at the same amount. But will not the country banker, 
having by the payment of the 1000/. Bank of England note di- 
minished that deposit, which he thinks it necessary for the safety of 
his establishment to have by him, give directions to his correspon- 
dent, either by the sale of an RA bes bill, or in any other way 
that might be agreed upon, to send him Bank of England notes to 
the amount of 10002. ? 

* If things are cheaper in Liverpool than in London, I shall 
prefer buying there; and if I have too many bank notes, I shall 
send them to Liverpool in payment,"— provided they can circulate 
there. If they can, Liverpool will partake with Landa in the 
increase of circulation; but it is not improbable that a Liverpool 
banker will find an opportunity of persuading the people of Liver- 
pool that his note will answer their purposes as well as the Bank 
of England note;* he will, therefore, possess himself of it for one 
of his own, and will send it to London, thus will the circulation of 
Liverpool be increased by the issues of the Bank of England; and 
thus Mr Bosanquet is mistaken, when he observes that “ they may 
restrict, but can never augment, one shilling in the circulation of 
the Liverpool banks" The Committee having “ assumed as an 
axiom, that country bank paper is a superstructure raised on the 
foundation of the paper of the Bank of England," Mr Bosanquet 
asks where they have learned this? “They learned from Mr 
Stuckey," he continues, * a considerable and experienced banker 
in Somersetshire, that his houses regulate their issues by the assets 
they have in London to pay them, consisting of stock, exchequer 
bills, and other convertible securities, without much reference to 
the quantity of Bank of England notes or specie which they have, 
although they always keep a quantity of both to pay occasional 
demands. What is there 1n this evidence to sanction the opinion, 
that bank notes either generate or limit country notes ?" 

It may, I think, be shown, that the increased issues of the Dank 
would induce Mr Stuckey, or any other country banker, to increase 
the amount of his issues, although he kept precisely the securities 
which he has enumerated. There would be such a demand for 
country notes, in consequence of the alteration of prices in London, 
that a country banker would be enabled to obtain bills upon London 
in return for his notes. With the produce of the bills he might 
possess himself of a larger sum of stock, exchequer bills, &c., the 


* The Committee asked Mr Stuckey, “ Is it not your interest as a banker to check 
the circulation of Bank of England notes; and with that view do you not remit to 
London such Bank of England notes as you may reccive beyond the amount which 
you may think it prudent to keep as a deposit in your coffers?” Ans. Unquestionably. 
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foundation being thus increased, the superstructure might be further 
raised. 

The Committee could not have supposed that the Scotch Bank 
in the year 1763, when they reduced their circulation by giving 
bills at 40 days upon London, actually deposited bank notes, in 
the first instance, in the hands of their London correspondents. 
They might, if such were the case, have redeemed their notes at 
once with bank notes in Scotland. No; the Scotch Bank were 
situated as Mr Stuckey describes ; they had securities of some sort 
in London, which they authorised their correspondents to turn into 
money in time to pay their bills. There was a transfer of money 
from A to B in London, and the Scotch note was withdrawn. 
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CHAPTER VIII. 


MR BOSANQUET'S OPINION—THAT YEARS OF SCARCITY AND TAXES 
HAVE BEEN THE SOLE CAUSE OF THE RISE OF PRICES, EXCES- 
SIVE CIRCULATION NO CAUSE-—CONSIDERED. 


MR BosANQUET, after having shown, as he imagines, the insuffi- 
ciency of the arguments of the Committee, to prove that the Dank 
circulation is excessive, brings forward positive arguments to prove 
that itis not. The ground of these arguments is, the cause of an 
advance of prices which arises from years of scarcity, and increased 
taxation. He has quoted a passage from Dr Smith in support of 
this opinion, which I regard as in favour of the opinion which I 
hold on that subject. 

“A prince," says Dr Smith, “who should enact that a certain 
propor of his taxes should be paid in a paper money of any 

ind, might thereby give a certain value to this paper money, even 
though the time of its final discharge and redemption should. 
depend altogether on the will of the prince. If the Bank which 
issued this paper were careful to keep the quantity of it always 
somewhat below what could easily be employed in this manner, the 
demand for it might be such as even to Bd it bear a premium, 
or sell for colat more in the market than the quantity of gold 
and silver for which it was issued." 

Now, asks Mr Bosanquet, as the annual amount of taxes far 
exceeds the amount of bank notes, how can paper according to this 
principle be depreciated? But where does Dr Smith talk of the 
onal amount of taxes? It might as fairly be contended that the 
comparison of the amount of paper should be made with the 
amount of two or three years taxes. I understand Dr Smith to 
mean, that if the quantity of paper does not exceed that amount, 
which can be wholly and solely employed in the payment of taxes, 
it will not be depreciated; he never could have maintained so 
. extravagant a proposition as that which Mr Bosanquet ascribes to 
him. To try our paper circulation by this rule of Dr Smith, it 
should be proved that the daily payment of taxes is equal in amount 
to the whole of the bank notes in circulation. According to Mr 
Bosanquet’s interpretation of this passage, as the amount of the 
total payments into the exchequer is 76,805,440/., bank notes 
cannot become excessive or depreciated till they exceed that amount. 
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Who, on reading the passage, can believe that such was the fair 
meaning of Dr Smith's words? 

When Mr Bosanquet talked of a premium having been given for 
bank notes, I conceived he meant a premium in gold or in silver; 
I can have no other idea of à premium: but it seems Mr Bosanquet 
meant that a premium was given for them in paper more depre- 
ciated than themselves; in exchequer bills or banker’s checks. Now, 
both of these securities being payable in bank notes at some future 
period, may, on some occasions, be less valuable than the notes 
which are wanted for immediate use, and which will sufficiently 
account for the preference. An assignat at a discount of 50 per 
cent. might have borne such a premium as Mr Bosanquet supposes. 

One of the proofs with which Mr Bosanquet has favoured his 
readers of the very small increase that has taken place in the actual 
amount of bank notes, compared with the business which it has to 
perform, is, that the increase in the amount of currency since the 
year 1793 is 3 millions, and the increased amount of payments to 
Government alone above 60 millions. 

In this calculation the addition to the country currency is wholly 
omitted. I shall endeavour presently to show, that it does not by 
any means necessarily follow that this enormous increase in the 
amount of taxes should have made any increase of circulation ne- 
cessary, unless during the same time there had been an increase of 
commerce and trade. | | 

At present it will be sufficient for me to remark, that had Mr 
Bosanquet made a comparative statement from the year 1793 to 
1797, he would have possibly seen reason to doubt the accuracy of 
his theory on this subject. During those four years there must 
have been a considerable addition to the taxes; and, therefore, on 
Mr Bosanquet’s principles, there should also have been an addition 
to the circulating medium, which does not appear to be the fact. 
It is not probable that any very great addition was made to the 
amount of the coin in circulation ; on the contrary, from the very 
great coinage in 1797 and 1798, the metallic currency must, in 
1797, have been at an unusually low level. And it appears from 
the account delivered in to the Lorde Committee, that the amount 
of bank notes in circulation 

In the year 1793 amounted to . . 1.11,451,180 
- 1796 it varied from . . 10,713,460 
to 9,204,500 
and in 1797 the general average, even after the restriction, did not 
exceed the amount of 1793. 

The amount of bank notes in circulation in 1803 was nearly 18 
millions. In 1808 it was not more; and yet no one will deny that 
in those five years our taxes and expenses must have been greatly 
augmented. Thus, then, it appears that considerable additions may 
be made to the taxes of a country without a corresponding increase 
in its circulating medium. 
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The Committee is charged by Mr Bosanquet with not having 
sufficiently considered the effect of taxation on the prices of com- 
modities ; and it is implied in that accusation, that they have exclu- 
sively attributed the rise in the prices of commodities to the depre- 
ciation of the currency. The Committee would indeed have been 
highly deserving of censure, if they had held out hopes to the 
people of this country that the reformation of the currency could 
possibly reduce the prices of commodities to that level at which 
they were previously to the restriction bill. The effect produced 
on prices by the depreciation has been most accuratel defined, and 
amounts to the difference between the market and the Mint price 
of gold. An ounce of gold coin cannot be of less value, the Com- 
mittee say, than an ounce of gold bullion of the same standard; a 
purchaser of corn, therefore, is entitled to as much of that commo- 
dity for an ounce of gold coin, or 3/. 17s. 101d., as can be obtained 
for an ounce of gold bullion. Now, as 4l. 12s. of paper currency is 
of no more value than an ounce of gold bullion, prices are actually 
raised to the purchaser 18 per cent., in consequence of his purchase 
being made with paper instead of coin of its bullion value. Eighteen 
per cent. is, therefore, equal to the rise in the price of commodities, 
occasioned by the depreciation of paper. All above such rise may 
be either traced to the effecta of taxation, to the increased scarcity 
of the commodity, or to any other cause which may appear satis- 
factory to those who take pleasure in such inquiries. 

The theory which Mr Bosanquet has advanced with respect to 
taxation, and the effects which it produces on the amount of circu- 
lating medium, is exceedingly curious, and is a proof that even 
practical men are sometimes tempted to wander from the sober 
paths of practice and experience, to indulge in speculations the 
most wild, and dreams the most chimerical. 

Mr Bosanquet observes, there are two causes of the augmentation 
of prices in Great Britain since the date of the restriction bill. 
lst, * The altered state of the corn trade, and the scarcity arising 
out of it, in 1800 and 1801." 2dly, * The increase of taxes since 
the commencement of the war, in 1793." 

That the scarcity of corn, and the expenses which have attended 
its importation, must have produced some rise in the prices of com- 
modities, I do most readily admit. But is it a self-evident proposi- 
tion—is it, as Mr Bosanquet lays it down, an axiom in political 
economy, that the effect of taxation is to raise the prices of com- 
modities in the full amount of the taxes levied? Does it by any 
means follow, because taxes, since the year 1793, have increased to 
the enormous amount of 48 millions, that all that sum must have 

one to the increase of the prices of commodities, and that, there- 
ore, this fact alone will account for a rise of 50 per cent. on the 
prices of 1793? Does it follow that every person, excepting the 
stockholder, has the power of indemnifying himself for the taxes 
which he pays? 
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Does it make no difference, for example, whether the tax be laid 
on consumable commodities, or whether it be such a tax as an 
income tax, assessed taxes, and twenty others that may be named ? 
Do they all tend to raise the prices of commodities ? And is every 
contributor but the stockholder enabled to rid himself of the burthen? 
If this argument were correct, it would appear that the whole weight 
of taxation falls exclusively on the stockholders; that the whole 
annual augmentation since 1793, amounting now to 53 millions, 
must have come from their pockets. Their taxes must at this rate 
have exceeded their income, because they exceeded the interest of 
the national debt. This I do not consider very correct doctrine ; 
and, if true, it would not make stockholders very much enamoured 
with that species of property. Wars would, on such a principle, 
never impoverish, and the sources of taxation could never be ex- 
hausted. 

To me, however, it appears convincingly certain that neither the 
income tax, the assessed taxes, nor many others, do in the least 
affect the prices of commodities. 

Unfortunate, indeed, would be the situation of the consumer if 
he had to pay additional prices for those commodities which were 
necessary to his comfort, after his means of purchasing them had 
been by the tax considerably abridged. 

The income tax, were it fairly imposed, would leave every member 
of the community in the same relative situation in which it found 
him. Each man’s expenses must be diminished to the amount of 
his tax; and if the seller would wish to relieve himself from the 
burthen of the tax by raising the price of his commodity, the 
buyer, for the same reason, would wish to buy cheaper. These 
contending interests would so exactly counteract each other, that 
prices would undergo no alteration. The same observations are 
applicable to the assessed taxes, and to all other taxes which are 
not levied on commodities. But, if the tax should in its operation 
be unequal,—if it should fall particularly heavy on one class of 
trade, the profits of that trade would be diminished below the 
general level of mercantile profits, and those engaged in it would 
either desert it for one more profitable, or they would raise the price 
of the commodities in which they dealt, so as to bring it to produce 
the same rate of profits as other trades. 

Taxes on commodities would certainly raise the price of the 
commodity taxed to the full amount of the tax. The price for such 
commodities may be considered as divided into two portions; one 
porion, its original and natural price, and the other a tax for the 

iberty of consuming it. If this tax, again, were laid on a commo- 
dity, the consumption of which, by each individual, was in exact 
proportion to his income, no other commodity would rise but the 
one taxed; but if it were not in such proportion, those who paid 
more than their just portion would demand an increased price for 
the commodity in which they dealt, and, by obtaining it, the society 
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would be put in the same relative situation in which they were 
before placed. 

If, instead of the tax being laid on the commodity, each individual 
were to pay no more for the commodity than the original price, 
and were to pay the amount of the tax at once to Government for 
a license to consume it, it would act precisely as the assessed taxes 
do; there would be only a partial rise in the prices of some com- 
modities to compensate the inequality which, in spite of the best 
wishes of the legislature, must accompany every tax. 

If this view of the effect of taxation be correct, it will follow 
that Mr Bosanquet’s estimate, that 48 millions has been actually 
added to the prices of commodities in consequence of taxation since 
the year 1793, and that such addition will sufficiently account for 
the rise in the prices of commodities, without having recourse to 
the depreciation of the circulating medium as the cause, is a false 
theory, neither supported by reason nor probability. 

From these statements Mr Bosanquet has deduced another con- 
sequence, viz. that— 

As the value of commodities has been raised 48 millions since 
1793, and the circulation only increased 3 millions, such increase 
cannot be called excessive.* 

Although, in the preceding statement, I have conceded to Mr 
Bosanquet that, in consequence of some of our taxes, the prices of 
commodities will be increased, it does not appear necessarily to 
follow that more money will be requisite to circulate them. 

That amount of money which is received by Government in the 
shape of taxes, is taken from a fund which would otherwise have 
been expended on consumable commodities. 

In proportion as the taxes are great must the expenses of the 
people diminish. If my income amounts to 1000/., and Government 
requires 1007. in taxes from me, I shall have but 9004. to expend 
on such necessaries and comforts as are requisite for the use of m 
family. If Government take 200/., I shall have but 800/. for such 
purposes. Now, as the amount of money actually expended by 
Government and by me cannot exceed 1000/., no additional circu- 
lating medium would, I think, be required, although the taxes were 
50 per cent. of each man's income. If the tax were laid upon bread; 
and, in consequence, the wages of labour were raised, the tax would 
eventually fall on all those who consumed the produce of the labour 
of man. It would make no real difference to these consumers if 
they had at once paid the amount of such tax into the exchequer, 
or if it had gone through the circuitous channel which it would 
then take. 

. Nor would any additional sum be required. Government would 


* If we add to these 3 millions the increase in the country circulation, and bear in 
mind the economy in the use of circulating medium, so ably and so clearly explained 
by Mr Bosanquet, it would appear to me that, granting all the facts for which Mr 
Bosanquet contends, the circulating medium has increased in an undue proportion. 
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be in the daily receipt of a portion of the taxes, whether it was paid 
to the exciseman or to the tax-gatherer, and their expenses in the 
one case would be precisely the same as in the other. Whatever 
the Government expended would cause a diminished expenditure 
in the people to the same amount : the same amount of commodities 
would be circulated, and the same money would be adequate to 
their circulation. 

This is on the supposition that the people were sufficiently 
prudent or sufficiently rich to pay all the taxes from their annual. 
income, and were not tempted or compelled to diminish their 
capital to satisfy the calls of Government. If capital were, however, 
diminished, the aggregate amount of productions would also 
diminish ; and if the money which was before necessary for their 
circulation were to continue of the same amount, it would bear a 
larger proportion to the goods, and it might therefore be expected 
that commodities would rise; but we must not forget that the 
amount of money in a country is regulated by its value, and as its 
value would in this case be diminished, it would become relatively 
excessive to the money of other countries, and the excess would 
therefore be exported. 

When we talk of a scarcity of corn, and a consequent increase of 
price, it is naturally concluded, because its value is doubled, that 
double the value of money will be necessary to circulate it, but this 
is by no means obvious or necessary. If double the money be 
necessary, there should be an equal quantity of corn at double the 
usual price,—but it is because there is a diminished quantity of 
corn that its price is doubled. 

If the commerce of a country increases, that is to say, if by its 
savings it is enabled to add to its capital, such country will require 
an additional amount of circulating medium; but, under all cir- 
cumstances, the currency ought to retain its bullion value; that is 
the only sure test by which we may know that it is not excessive. 
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CHAPTER IX. 


MR BOSANQUET'S OPINION, THAT EVIL WOULD RESULT FROM THE 
RESUMPTION OF CASH PAYMENTS, CONSIDERED. 


To conclude, Mr Bosanquet is persuaded that much evil will ensue 
from the resumption of cash payments, and he cannot anticipate 
any improvement in the course of exchange, or any fall in the price 
of bullion from a reduction of the circulation, unless our imports are 
diminished and our exports increased. 

To me, however, it appears perfectly clear, that a reduction of 
bank notes would lower the price of bullion and improve the 
exchange, without in the least disturbing the regularity of our 
present exports and imports. It would neither enable us to export 
or import gold in any way different to what is now actually taking 
place. Our transactions with foreigners would be precisely the 
same, we should possess only a more valuable money of the same 
name; and instead: of being credited by Hamburgh for a depreciated 
pound sterling, which will only purchase 104 grains of gold, at 
the rate of 28 Flemish schillings, we should, by restoring our pound 
sterling to its true bullion value, viz. 123 grains, have a credit at 
the rate of 34 schillings. The difference, however, of 6 schillings, 
which would thus appear in our favour, would be an advantage in 
name and appearance solely. No mistake would be greater than 
to suppose there was in it any real advantage. 

If, by a reduction of bank notes, they were so raised in value as 
to be above the value of gold bullion, we should then interfere with 
the real course of exchange; we should disturb the present equi- 
librium of imports and exports ; and we should cause an importation, 
of bullion, or, in the language of merchants, a favourable balance of 
trade. 

If Mr Bosanquet’s view of our affairs were indeed correct, gloomy 
would be our prospects. Obliged to support a great foreign 
expenditure, “to import articles with which we cannot dispense,” 
and in return for which nothing but gold will be accepted, we 
might almost calculate the period at which the contest must 
terminate from a want of this most essential commodity. Fora 
balance of payments so enormous as he calculates, gold could not 
be found in this country for one twelvemonth; and if our goods 
can nowhere purchase it, how hopeless must be our condition ! 
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For my part, however, I have no such apprehensions. I am 
persuaded that our foreign expenditure is neither paid with gold 
nor with bills of exchange,—that it must eventually be discharged 
with the produce of ihe labour and industry of our people. 

It is only to a blind perseverance in our present system of 
circulation that I look with alarm,—a system which is gradually 
undermining our resources, and the inconveniences ad ns of 
which, in the language of the Committee, “if not checked, must at 
no great distance of time work a practical conviction upon the 
minds of all those who may still doubt their existence; but even 
if their progressive increase were less probable, the integrity and 
honour of Parliament are concerned not to authorise longer than is 
required by imperious necessity the continuance in this great com- 
mercial country of a system of circulation in which that natural 
check or control is absent, which maintains the value of money, 
and, by the permanency of that common standard of value, secures 
the substantial justice and faith of monied contracts and obligations 
between man and man." 

May we be permitted to hope, that what an enlightened Committee 
has so happily begun is a pledge of what will be accomplished by 
the wisdom of Parliament ? 
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APPENDIX. 


AFTER the preceding sheets were sent to the press, I read the supplementary obser- 
vations of Mr Bosanquet, annexed to the second edition of his pamphlet. I shall 
have but few remarks to make on them. 

1st, From what I have already said, it may be seen that I deny the accuracy of all 
Mr Bosanquet's calculations concerning the exchange with Hamburgh. Those cal- 
culations are made on the assumption of a fixed invariable par, whilst the true par, 
on which they should have been made, is subject to all the variations to which the 
relative value of gold and silver is exposed. ‘These two metals having varied no less 
since the year 1801 than from 64 per cent., under the Mint proportions, to 9 per cent. 
above those proportions; calculations made on such a principle may involve errors to 
no less an amount than 153 per cent. 2dlv, The argument attempted to be founded 
on the fact of the increase or diminution in the amount of bank notes not having 
invariably been accompanied bv a fall or rise in the exchange, or by a rise or fall in 
the price of bullion, is of no avail against a theory which admits that the demand for 
circulating medium is subject to continual fluctuations, proceeding from an increase 
or decrease in the amount of capital and commerce, from a greater or less facility 
which at one period may be attorded to payments by a varying degree of confidence 
and credit, and, in short, which supposes that the same commerce and payments may 
require very different amounts of circulating medium. An amount of bank notes, 
which at one time may be excessive, in the sense in which I use that term, and which 
may therefore be depreciated, may, at another, be barely sufficient for the payments 
which it may have to perform, barring the effect of a temporary increase in its value 
above that of the bullion which it represents. It will therefore be useless to admit or 
to deny the correctuess of the grounds on which Mr Bosanquet's calculation of the 
amount of country paper in circulation is founded. Those facts do not, in my opinion, 
bear upon the subject in dispute. Whether the paper currency be 25 or 100 millions, 
I consider it equally certain that it is excessive, because I am not aware of any causes 
but excess, or a want of confidence in the issues of the paper (which I am sure does 
not now exist), which could produce such effects as we have for a considerable time* 
witnessed. 

Mr Bosanquet has thrown the inferences which he wishes to be drawn from tho 
facts he has newly brought forward into the shape of four problems ; the solution of 
which, upon the principles of the Committee, he presumes to be impossible. I hope 
I have already shown that his facts fall abundantly short of proving the points which 
he makes to rest upon them, and I think the difficulty will not be great in giving him 
even a solution of his problems in perfect conformity with the principles of the Com- 
mittee. 

The first problem is, “ The fall of the exchange, from an average of 6 per cent. in 
favour from 1790 to 1795, to 3 per cent. below par in 1795 and 1796, with an equal 
circulation of 11 millions of Bank paper, convertible into specie on demand, and the 
advance of the exchange to 11 per cent. above par, on average in 1797 and 1798, the 
circulation being increased to 13 millions, and not so convertible." 

The reader will perceive that this problem has already received its solution in the 
body of the work. The exchanges are not correctly stated, and no one denies that 
the exchanges may rise and fall from many causes. 


* Mr Bosanquet has remarked as incorrect my having used the words “length of time" in reference 
to a discount on bank notes, because Mr Mushet's tables did not indicate a very unfavourable 
exchange for more than a year before I wrote, in December 1809. We should once have thought a 
year a considerable time, when speaking of a discount on bank notes; but as I have constantly 
maintained that the high price of bullion was the test on which I most relied for the proof of depre- 
ciation, and as the price of gold has not been under the Mint price for about ten years, the correctness 
of my conclusion cannot, I think, on my principles, be questioned. 
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It has been proved that the demand for gold for the Mint, and for silver for the 
East Indies, in the years 1797 and 1798, had its natural effect on the exchange, and 
was not counteracted by an extravagant issue of paper currency. The gold was 
required to fill up the exhausted coffers of the Bank ; it was therefore not sent into 
cireulation ; and the addition of 2 millions in bank notes served only to supply the 
vacuum which the hoarding of money had occasioned; so that there was no real 
increase to the circulation of those years. 

The second problem is, “The fall of the exchange to 6 per cent. below par, and gold 
9 per cent. above the Mint price in 1800 and 1801, the Bank circulation rather above 
15 millions, and the advance to 3 per cent. above par, on average of six vears, from 
1803 to 1808, and gold nearly at the Mint price, with an augmented circulation of 17 
to 18 millions." 

Besides the effects from a varying degree of commerce and credit, it should be 
recollected that whilst our circulation consisted partly of gold and partly of paper, the 
effect of an increased issue of paper, both on the exchanges and the price of bullion, 
was corrected, after a sufficient interval, by the exportation of the coin. That resource 
has been for some time lost to us. 

The third problem, viz. * The fall of the exchange, from 5 per cent. above par, in 
July 1808, to 10 per cent. below par, in June 1809, the Bank circulation being the 
same in both instances ;" is of easy solution. I cannot find the document from which 
Mr Bosanquet has stated that the amount of bank notes was the same in July 1808 
as in June 1809; but, admitting its correctness, are they fair subjects of comparison ? 
One period is immediately after the payment of the dividends, the other immediately 
before. In January and July 1809 there was no less an increase in the amount of 
bank notes, after the payment of the dividends, than 2,450,000], and in the January 
following, 1,878,000/. l 

I am not disposed to contend that the issues of one day, or of one month, can 
produce any eflect on the foreign exchanges; it may possibly require a period of 
more permanent duration; an interval is absolutely necessary before such effects 
would follow. This is never considered by those who oppose the priuciples of the 
Committee. They conclude that those principles are defective, because their opera- 
tion is not immediately perceived. But what are the facts respecting the circulation 
of bank notes in the years 1808 and 1809? There are only three returns of their 
amount in the year 1808 made to the Bullion Committee. Let us compare them with 
the returns for the same periods in 1809, and I think my readers will agree with me, 
that these facts will rather confirm than appear to be at variance with the principles 
of the Committee. 


Amount of bank notes Aun s bank notes 
2 809. 
1May. . 17,191,900 1 May. . 18,646,880 
1 August . — 17,644,670 1 August . — 19,811,330 
1 November 17,467,170 1 November 19,949,290 


As for the fourth problem, viz. * The gradually increasing price of commodities, 
during the American war, when tbe circulation was gold, and during the six years 
from 1803 to 1808, when the exchange was in favour," where has it been disputed 
that there are not other causes besides the depreciation of money which may account 
for a rise in the prices of commodities? The point for which I contend is, that when 
such rise is accompanied by a permanent rise in the price of that bullion which is the 
standard of currency, then to the amount of that rise is the currency depreciated. 
During the American war the rise in the prices of commodities was not attended with 
any rise in the price of bullion, and was therefore not occasioned by a depreciation of 
the currency. . 

Weare now, for the first time, left to doubt whether the principles of the Committee, 
against which Mr Bosanquet in the body of his work had so strongly contended, are 
really at variance with his own. We are now told, not that the theory is erroneous, 
but “that the facts must be established before they can be reasuned upon ;" “and that 
the importance of those facts would in no degree be lessened even by an unreserved 
admission of the accuracy of the principles assumed." Does this declaration accord 
with Mr Bosanquet's conclusions? Certain principles are brought forward by the 
Bullion Committee, and which, if true, prove the fact of the depreciation of thecurrency. 
Your principles are plausible, and reason appears to sanction them, says Mr Bosanquet ; 
but here are facts to prove that they are inconsistent with past experience; and he 
further observes from Paley, “that when a theorem is proposed to a mathematician, 
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the first thing he does with it is to try it on a simple case; if it produce a false result, 
he is sure there must be some error in the demonstration." “The public must proceed 
in this way with the Report, and submit its theories to the test of fact." Can, then, Mr 
Bosanquet be consistent in contending “that the importance of what, in his preceding 
pages, he had offered to the public would be in no degree lessened even by an unre- 
served admission of the accuracy of the principles assumed ?" 

If the theory of the Committee is allowed to be accurate on the one hand, and Mr 
Bosanquet's facts are accurate on the other, what follows? Either that Mr Bosanquet 
agrees with the Committee, or that his facts are totally inapplicable to the question, 
One other conclusion there is, but one which I have no intention to ascribe to Mr 
Bosanquet,—that there may be a theory on the one side, and facts on the other; both 
true, and yet inconsistent. 

As for Dr Paley's test of trying the Committee's theory by a simple case, Mr 
Bosanquet might have tried it ps thousand, and would have found it accurately to 
correspond. Had he employed his leisure and ingenuity in tracing its application to 
the thousands of cases with which it accords, instead of hunting for two or three cases 
seemingly contradictory, and adopting them with fond credulity, he would have pro- 
bably arrived at more just conclusions. 

Mr Bosanquet calls in question the accuracy of the following proposition of Mr 
Huskisson, “ that if one part of the currency of a country (provided such currency be 
made either directly or virtually legal tender according to its denomination) be 
depreciated, the whole of that currency, whether paper or coin, must be equally 
depreciated." 

The fact brought forward by Mr Bosanquet, that the * extraordinary depreciation 
of the silver coin in the reign of King William did not depreciate the gold ; that, on 
the contrary, the guinea, worth 21 perfect shillings, passed currently for 308.," does 
not prove the principle advanced by Mr Huskisson to be at variance with experience, 
because gold was not then the current coin ; it was not, either directly or virtually legal 
tender; nor was it estimated at a fixed value by public authority: it passed in all 
pexmeus as a piece of bullion of known weight and fineness. If by law it could not 

ave passed for more than 21s. of the debased silver currency, it would, whilst in 
the state of coin, have been equally debased with the 218. for which it would have 
exchanged. If guineas were now to be considered as a commodity, and were not by 
law prohibited from being exported or melted, they might pass in all payments at 24s. 
or 25s., whilst the bank note continued of its present value. 

Neither is the following principle of Mr Huskisson, from which Mr Bosanquet 
dissents, contrary to authority, “that if the quantity of gold, in a country whose currency 
consists of gold, should be increased in any given proportion, the quantity of other 
articles and the demand for them remaining the same, the value of any given OT 
measured in tho coin of that country would be increased in the same proportion." 
Huskisson does not question, as Mr Bosanquet supposes, the truth of the principle 
advanced by Dr Adam Smith, “that the increase in the quantity of the precious 
metals, which arises in any country from an increase of wealth, has no tendency to 
diminish their value ;" but says, that if the quantity of the precious metals increases in 
any country, whilst its wealth does not increase, or whilst its commodities remain the 
same in quantity, then will the value of the gold coin of such country diminish, or, in 
other words, goods will rise in price. dpi e pU himself, in the argument relating 
to the mine, has admitted that such would be the effect. To this passage from Mr 
Huskisson's book, however, I have an objection to offer, because he adds, that an 
increase in the prices of commodities would take place (page 5) under the circum- 
stances supposed, “although no addition should actually be made to the coin of the 
country.” I hold it as a conclusion which will not admit of dispute, that if neither 
commodities, nor the demand for them, nor the money which circulates them, suffer 
either increase or diminution, prices must continue unaltered whatever quantity of 
gold or silver may exist in the state of bullion in such country.* It is hardly necessary 
to remark, that the case is wholly hypothetical, and is, indeed, impossible. There can 
be no great addition to the bullion of a country, the currency of which is of its standard 
value, without causing an increase in the quantity of money. 

I confess I was not a little surprised by the next point brought forward by Mr 
Bosanquet, and I have no doubt it must have excited equal astonishment in many of 
his readers. Having contended throughout his work that bank notes were not depre- 


* It is to be understood that I am supposing no increased or diminished conffdence operating so as 
to give a diminished or increased value to the coin. 
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ciated as compared with gold coin, that the same rise in the price of gold might have 
taken place, and actually had, on some occasions, taken place, whilst our currency 
consisted partly of gold, and partly of paper convertible into gold, at the will of the 
holder; after denying that there was any point of contact between gold for exporta- 
tion and gold in coin, and that it was for want of such contact that its price had risen, 
we are now seriously told by Mr Bosanquet that, “applying to this subject the most 
approved theories, he inclines to the belief that gold, since the new system of the 
Bank of England payments has been fully established, has not, in truth, continued to 
be the measure of value. Bank notes," he maintains, * have, since 1797, unquestion- 
ably become the measure of commerce, and the money of account, and it is on these 
grounds that he considers the proposition respecting the price of gold, on which so 
much reliance is placed, as one of those which, though he admits the principle, he 
hesitates at the application.” Whether the Bank Directors, or others who have so 
confidently asserted that, admitting gold to be the standard, its high price did not 
prove the depreciation of the currency, will be pleased with a defence on such prin- 
ciples, which yields all for which the Committee contend, it is not for me to inquire. 
That gold is no longer in practice the standard by which our currency is regulated is 
a truth. It is the ground of the complaint of the Committee (and of all who have 
written on the same side) against the present system. 

The holder of money has been injured, inasmuch as there is no standard reference 
by which his property can be protected. He has suffered a loss of 16 per cent. since 
1797, and there is no security for him that it may not shortly be 25, 30, or even 50 
per cent. more. Who will consent to hold money or securities, the interest on which 
1s payable in money, on such terms? There is no sacrifice which a man holding such 
property should not make, to secure to himself some provision for the future whilst 
such a system is avowed. Mr Bosanquet has, in these few words, said as much in 
favour of the repeal of the restriction bill as all the writers, all the theorists, have 
advanced since the discussion of this subject commenced. What, then, does Mr 
Bosanquet admit that we have no standard because it is nolonger gold? Let us hear 
what he says: * If a pound note be the denomination, it will, of course, be asked what 
is the standard ? 

* 'The question is not easy of solution. But, considering the high proportion which 
the dealings between Government and the public bear to the general circulation, it is 
probable the standard may be found in those transactions; and it seems not more 
difficult to imagine that the standard value of a one pound note may be the interest 
of 33/. 6s. 8d.— 3 per cent. stock, than that such standard has reference to a metal, of 
which none remains in circulation, and of which the annual supply, even as a commo- 
dity, does not amount to one-twentieth part of the foreign expenses of Government in 
one year." : 

So then we have a standard for a pound bank note; it is the interest of 33/. 6s. 8d. 
—3 per cent. stock. Now, in what medium is this interest paid ? because that must 
be the standard. The holder of 33/4. 6s. 8d. stock receives at the bank a one pound 
note. Bank notes are, therefore, according to the theory of & practical man, the 
standard by which alone the depreciation of bank notes can be estimated ! 

À puncheon of rum has 16 per cent. of its contents taken out, and water poured in 
for it. What is the standard by which Mr Bosanquet attempts to detect the adultera- 
tion? A sample of the adulterated liquor taken out of the same cask. 

We are next told, that “if the Bank really possess a large stock of gold, or only to 
the extent of 6 or 7 millions, the best use they can make of it is to call in all the notes 
under 54, and not re-issue any of this description." 

How could bankers and manufacturers be enabled to effect their small payments if 
the gold, thus partially issued, were at the present exchange and price of bullion to be 
either exported or melted ? If the Bank did not issue small notes, and they could not 

rocure guineas for large ones, they would be obliged to cease such payments altogether. 

e more I have reflected on this subject, the more convinced I am that the evil 
admits of no other safe remedy but a reduction in the amount of bank notes. 
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INTRODUCTION. 


IN treating on the subject of the profits of capital, it is necessary to 
consider the principles which regulate the rise and fall of rent, as 
rent and profits, it will be seen, have a very intimate connexion 
with each other. The principles which regulate rent are briefly 
stated in the following pages, and differ in a very slight degree 
from those which have been so fully and so ably developed by Mr 
Malthus in his late excellent publication, to which I am very much 
indebted. The consideration of those principles, together with 
those which regulate the profit of stock, have convinced me of the 
olicy of leaving the importation of corn unrestricted by law. 
rom the general principle set forth in all Mr Malthus's publications, 
I am persuaded that he holds the same opinion, as far as profit and 
wealth are concerned with the question; but, viewing, as he does, 
the danger as formidable of depending on foreign supply for a large 
rtion of our food, he considers it wise, on the whole, to restrict 
importation. Not participating with him in those fears, and perhaps 
estimating the advantages of a cheap price of corn at a higher value, 
I have come to a different conclusion. Some of the objections 
urged in his last publication—* Grounds of an Opinion,” &c., I 
have endeavoured to answer; they appear to me to be unconnected 
with the political danger he apprehends, and to be inconsistent 
with the general doctrines of the advantages of a free trade, which 
he has himself, by his writings, so ably contributed to establish. 
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Mr MALTHUS very correctly defines “ the rent of land to be that 
portion of the value of the whole produce which remains to the 
owner, after all the outgoings belonging to its cultivation, of 
whatever kind, have been paid, including the profits of the capital 
employed, estimated according to the usual and ordinary rate of 
the profits of agricultural stock at the time being." 
enever, then, the usual and ordinary rate of the . profits of 
fir pine stock, and all the outgoings belonging to the cultivation 
of land, are together equal to the value of the whole produce, there 
can be no rent. 
And, when the whole produce is only equal in value to. the 
outgoings necessary to cultivation, there can neither be rent nor 
roht. 


In the first settling of a country rich in fertile land, and which 
may be had by any one who chooses to take it, the whole produce, 
after deducting the outgoings belonging to cultivation, will be the 
profits of capital, and will belong to the owner of such capital, 
without any deduction whatever for rent. 

Thus, if the capital employed by an individual on such land were 
of the value of 200 quarters of wheat, of which half consisted of 
fixed capital, such as buildings, implements, &c., and the other half 
of circulating capital,—if, shar replacing the fixed and circulating 
capital, the value of the remaining produce were 100 quarters of 
wheat, or of equal value with 100 quarters of wheat, the neat profit 
to the owner of capital would be 50 per cent, or 100 profit 
on 200 capital. 

For a period of some duration the profits of agricultural stook 
might continue at the same rate, because land equally fertile and 
equally well situated might be abundant, and, therefore, might be 
cultivated on the same advantageous terms, in proportion as the 
capital of the first and subsequent settlers augmented. 

rofits might even increase, because, the population es 
at a more rapid rate than capital, wages might fall; and, instead o 
the value of 100 quarters o wheat being necessary for the circu- 
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lating capital, 90 only might be required, in which case the profits 
of stock would rise from 50 to 57 per cent. 

Profits might also increase, because improvements might take 
place in agriculture, or in the implements of husbandry, which would 
augment the produce with the same cost of production. 

f wages rose, or a worse system of agriculture were practised, 
profits would again fall. 

These are circumstances which are more or less at all times in 
operation—they may retard or accelerate the natural effects of the 
progress of wealth, by raising or lowering profits—by increasing or 
diminishing the supply of food, with the employment of the same 
capital on the land.* 

e will, however, suppose that no improvements take place in 
agriculture, and that capital and population advance in the proper 
proportion, so that the real wages of labour continue uniformly the 
same ;—that we may know what peculiar effects are to be ascribed 
to the growth of capital, the increase of population, and the exten- 
sion of cultivation, to the more remote and less fertile land. 

In this state of society, when the profits on agricultural stock, 
by the supposition, are 50 per cent., the profits on all other capital, 
employed either in the rude manufactures common to such a stage 
of society, or in foreign commerce, as the means of procuring in 
exchange for raw produce those commodities which may be in 
demand, will be also 50 per cent.f 
. If the profits on capital employed in trade were more than 
50 per cent., capital would be withdrawn from the land to be 


* Mr Malthus considers, that the surplus of produce obtained in consequence of 
diminished wages, or of improvements in agriculture, to be one of the causes to raise 
rent. To me it appears that it will only augment profits. 

* The accumulation of capital, beyond the means of employing it on land of the 
greatest natural fertility, and the greatest advantage of situation, must necessarily 
lower profits; while the tendency of population to increase beyond the means of sub- 
sistence must, after a certain time, lower the wages of labour. 

* The expense of production will thus be diminished, but the value of the produce, 
that is, the quantity of labour, and of the other products of labour besides corn, which 
it can command, instead of diminishing, will be increased. 

* There will be an increasing number of people demanding subsistence, and ready 
to offer their services in any way in which they can be useful. The exchangeable 
value of food will therefore be in excess above the cost of production, including in 
this cost the full profits of tbe stock employed upon the land, according to the actual 
rate of profits at the time being. And this excess is rent." — 4n Inquiry into the Nature 
and Progress of Rent, page 18. 

In page 19, pears of Poland, one of the causes of rent is again attributed to 
cheapness of labour. In page 22 it is said that a fall in the wages of labour, or a 
reduction in the number of labourers necessary to produce a given effect, in conse- 
quence of agricultural improvements, will raise rent. 

+ It is not meant, that strictly the rate of profits on agriculture and manufactures 
will be the same, but that they will bear some proportion toeach other. Adam Smith 
has explained why profits are somewhat less on some employments of capital than on 
others, according to their security, cleanliness, and respectability, &c., &c. 

What the proportion may be, is of no importance to my argument, as I am only 
desirous of proving that the profits on agricultural capital. cannot materially vary, 
without occasioning a similar variation in the profits on capital employed on manufac- 
tures and. commerce. 
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employed in trade. If they were less, capital would be taken from 
trade to agriculture. 

After all the fertile land in the immediate neighbourhood of the 
first settlers were cultivated, if capital and population increased, 
more food would be required, and it could ms be procured from 
land not so advantageously situated. Supposing, then, the land to 
be equally fertile, the necessity of em loying more labourers, horses, 
&c., to carry the produce from the place where it was grown to the 
place where it was to be consumed, although no alteration were to 
take place in the wages of labour, would make it necessary that 
more capital should be permanently employed to obtain the same 
produce. Suppose this addition to be of the value of 10 quarters 
of wheat, the whole capital employed on the new land would be 
210, to obtain the same return as on the old ; and, consequently, 
the profits of stock would fall from 50 to 43 per cent., or 90 on 
210.* 

On the land first cultivated, the return would be the same as 
before, namely 50 per cent. or 100 quarters of wheat; but the 
disce profits of stock being regulated by the profits made on the 
east profitable employment of capital on agriculture, a division of 
the 100 quarters sou take place, 48 per cent., or 86 quarters, would 
constitute the profit of stock, and 7 per cent., or 14 quarters, would 
constitute rent. And that such a division must take place is evident, 
when we consider that the owner of the capital of the value of 210 
quarters of wheat would obtain pr the same profit, whether 
he cultivated the distant land, or paid the first settler 14 quarters 
for rent. 

In this stage, the profits in all capital employed in trade would 
fall to 43 per cent. 

If, in the further progress of population and wealth, the produce 
of more land were required to obtain the same return, it might be 
necessary to employ, either on account of distance, or the worse 
quahty of land, the value of 220 quarters of wheat, the profits of 
stock would then fall to 36 per cent., or 80 on 220, and the rent of 
the first land would rise to 28 quarters of wheat, and on the second 
portion of land cultivated, rent would now commence, and would 
amount to 14 quarters. 

The profits on all trading capital would also fall to 30 per cent. 

Thus, by bringing successively land of a worse quality, or less 
favourably situated into cultivation, rent would rise on the land 
previously cultivated, and precisely in the same degree would profits 
fall; and if the smallness of profits do not check icouimulétión, 
there are hardly any limits to the rise of rent, and the fall of profit. 


* Profits of stock fall, because land equally fertile cannot be obtained, and through 
the whole progress of society profits are regulated by the difficulty or facility of pro- 
curing food. This is a principle of great importance, and has been almost overlooked 
in the writings of Political Economists. They appear to think that profits of stock 
can be raised by commercial causes, independently of the supply of food. 
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If instead of employing capital at a distance on new land, an 
additional capital of the value of 210 quarters of wheat be employed 
'on the first land cultivated, and its return were in like manner 
43 per cent. or 90 on 210; the produce of 50 per cent. on the first 
capital, would be divided in the same manner as before, —43 per cent. 
or 86 quarters would constitute profit, and 14 quarters rent. 

If 220 quarters were employed in addition with the same result 
us before, the first capital would afford a rent of 28 ; and the second 
of 14 quarters, and the profits on the whole capital of 630 quarters 
would be equal, and would amount to 36 per cent. 

Supposing that the nature of man was so altered, that he required 
double the quantity of food that is now necessary for his subsistence, 
and consequently, that the expenses of cultivation were very greatly 
increased. Under such circumstances, the knowledge and capital 
of an old society employed on fresh and fertile land in a new 
country would leave a much less surplus produce; consequently, 
the profits of stock could never be so high. But accumulation, 
though slower in its progress, might stil go on, and rent would 
begin just as before, when more distant or less fertile land were 
cultivated. 

The natural limit to population would of course be much earlier, 
and rent could never rise to the height to which it may now do; 
because, in the nature of things, land of the same poor quality 
would never be brought into cultivation ;—nor could the same 
amount of capital be employed on the better land with any adequate 
return of profit.* 

The following table is constructed on the supposition, that the 
first portion of land yields 100 quarters profit on a capital of 200 
qud the second portion, 90 quarters on 210, according to the 

oregoing calculations.t It will be seen that, during the progress of 
‘a country, the whole produce raised on its land, will increase, and 
for a certain time that part of the produce which belongs to the 

rofits of stock, as well as that part which belongs to rent, will 
increase; but that, at a later period, every accumulation of capital 
will be attended with an absolute, as well as a proportionate 
diminution of profits,—though rents will uniformly increase. A 
less revenue, it will be seen, will be enjoyed by the owner of stock, 


* In all that I have said concerning the origin and progress of rent, I have briefly 
repeated, and endeavoured to elucidate the principles which Mr Malthus has so ably 
laid down, on the same subject, in his * Inquiry into the Nature and Progress of 
Rent ;” a work abounding in original ideas, —which are useful not only as they regard 
rent, but as connected with the question of taxation ; perhaps, the most difficult and 
intricate of all the subjects on which Political Economy treats. 

t It is scarcely necessary to observe, that the data on which this table is constructed 
are assumed, and are probably very far from the truth. They were fixed on as tending 
to illustrate the principle, which would be the same, whether the first profits were 
‘60 per cent. or 5,—or, whether an additional capital of 10 quarters, or of 100, were 
required to obtain the same produce from the cultivation of new land. In proportion 
as the capital employed on the land, consisted more of fixed capital, and less of cir- 
culating capital, would rent advance, and property fal! less rapidly. 
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when 1,350 quarters are employed on the different qualities of land, 
than when 1,100 were employed. In the former case the whole 
profits will be only 270, in the latter 275; and when 1,610 are 
employed, profits will fall to 2414.* 

his is a view of the effects of accumulation which is exceedingly 
curious, and has, I believe, never before been noticed. 

It will be seen by the table, that, in a progressive country, rent 
is not only absolitely increasing, but that it is also increasing in its 
ratio to the capital employed on the land ; thus, when 410 was the 
whole capital employed, the landlord obtained 34 per cent.; when 
1,100, 13} per cent. ; and when 1,880, 164 percent. The landlord 
not only obtains a greater produce, but a share.—( See Table 
on next page.) 

Rent,t then, is in all cases a portion of the profits previously 
obtained on the land. It is never a new creation of revenue, but 
always part of a revenue already created. 

Profits of stock fall only, because land equally well adapted to 
produce food cannot be procured; and the degree of the fall of 
profite, and the rise of rents, depends wholly on the increased ex- 
pense of production. 

If, therefore, in the progress of countries in wealth and population, 
new portions of fertile land could be added to such countries, with 
every increase of capital, profits would never fall, nor rents rise.] 

If the money price of corn, and the wages of labour, did not vary 
in price in the least degree, during the progress of the country in 
wealth and population, still profits would fall and rents would rise ; 

use more labourers would be employed on the more distant or 
less fertile land, in order to obtain the same supply of raw produce; 
and therefore the cost of production would have increased, whilst 
the value of the produce continued the same. 

But the price of corn, and of all other raw produce, has been 
invariably observed to rise as a nation became wealthy, and was 
obliged to have recourse to poorer lands for the production of part 


* This would be the effect of a constantly accumulating capital, in a voie d which 
refused to import foreign and cheaper corn. But after profits have i much fallen, 
accumulation will be checked, aud c capital will be exported to be employed in those 
countries where food is cheap and profits high. All E n colonies have been 
established with the capital of the mother countries, and have thereby checked 
accumulation. 'That part of the population, too, which is employed in the foreign 
carrying trade, is fed with foreign corn, It cannot be doubted, that low profits, which 
are the inevitable effects of a really high price of corn, tend to draw capital abroad: 
this consideration ought therefore to be a powerful reason to prevent us from restrict- 
ing importation. 

1 By rent I always mean the remuneration given to the landlord for the use of the 
original and inherent power of the land. If either the landlord expends capital on his 
own land, or the capital of a preceding tenant is left upon it at the expiration of his 
lease, he may obtain what is indeed called a larger rent, but a portion of this is evi- 
dently paid for the use of capital. The other portion only is paid for the use of the 
original power of the land. 

1 Excepting, as has been before observed, the real wages of labour should rise, or 
a worse system of agriculture be practised. 
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of its food; and very little consideration will convince us, that such 
is the effect which would naturally be expected to take place under 
such circumstances. 

The exchangeable value of all commodities rises as the difficulties 
of their production increase. If, then, new difficulties occur in the 
production of corn, from more labour being necessary, whilst no 
more labour is required to produce gold, silver, cloth, linen, &c., the 
exchangeable value of corn will necessarily rise, as compared with 
those things. On the contrary, facilities in the production of corn, 
or of any other commodity of whatever kind, which shall afford the 
same produce with less labour, will lower its exchangeable value.* 
Thus we sce that improvements in agriculture, or in the implements 
of husbandry, lower the exchangeable value of corn ;f improvements 
in the machinery connected with the manufacture of cotton, lower 
the exchangeable value of cotton goods; and improvements in 
mining, or the discovery of new and more abundant mines of the 
precious metals, lower the value of gold and silver, or, which is the 
same thing, raise the price of all other commodities. Wherever 
compctition can have its full effect, and the production of the com- 
modity be not limited by nature, as is the case with some wines, 
the difficulty or facility of their production will ultimately regulate 
their exchangeable value.f The sole effect, then, of the progress of 
wealth on prices, independently of all improvements, either 1n agri- 
culture or manufactures, appears to be to raise the price of raw 
produce and of labour, leaving all other commodities at their original 
prices, and to lower general profits in consequence of the general 
rise of wages. 

This fact 18 of more importance than at first sight appears, as it 
relates to the interest of the landlord, and the other parts of the 
community. Not only is the situation of the landlord improved 
(by the increasing difficulty of procuring food, in consequence of 
accumulation,) by obtaining an increased quantity of the produce of 
the land, but also by the increased exchangeable value of that 
quantity. If his rent be increased from 14 to 28 quarters, it would 


* The low price of corn, caused by improvements in agriculture, would give a 
stimulus to population, by increasing protits and encouraging accumulation, which 
would again raise the price of corn and lower profits. But a larger population could 
be maintained at the same price of corn, the same profits and the same rents. Im- 
provements in agriculture may then be said to increase profits, and to lower for a 
time rents. 

f The causes, which render the acquisition of an additional quantity of corn more 
difficult are, in progressive countries, in constant operation, whilst marked improve- 
ments in agriculture, or in the implements of husbandry, are of less frequent occur-. 
rence. If these opposite causes acted with equal etlect, corn would be subject only to 
accidental variation of price, arising from bad seasons, from grcater or less real wages 
of labour, or from an alteration in the value of the precious metals, procceding from 
their abundance or scarcity. 

f Though the price of all commodities is ultimately regulated by, and is always 
tending to, the cost of their production, including the general profits of stock, they are 
all subject, and perhaps corn more than most others, to an accidental price proceeding 
from temporary causes. . 
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be more than doubled, because he would be able to command more 
than double the quantity of commodities, in exchange for the 28 
quarters. As rents are agreed for, and paid in money, he would, 
under the circumstances supposed, receive more than double of his 
former money rent. 

In like manner, if rent fell, the landlord would suffer two losses ; 
he would be a loser of that portion of the raw produce which con- 
stituted his additional rent; and further, he would be a loser by 
the depreciation in the real or exchangeable value of the raw produce 
in which, or in the value of which, his remaining rent would be paid.* 

As the revenue of the farmer is realized in raw produce, or in the 
value of raw produce, he is interested, as well as the landlord, in 
its high ear res im value, but à low price of produce may be 
compensated to him by a great additional quantity. 

It follows, then, that the interest of the landlord is always opposed 
to the interest of every other class in the community. His situation 
is never so prosperous, as when food is scarce and dear: whereas, 
all other persons are greatly benefited by procuring food cheap. 
High rent and low profits, for they invariably accompany each other, 
ought never to be the subject of complaint, if they are the effect of 
the natural course of things. 

They are the most unequivocal proofs of wealth and prosperity, 
and of an abundant population, compared with the fertility of the 
soil. The general profits of stock depend wholly on the profits of 
the last portion of capital employed on the land; if, therefore, 
landlords were to relinquish the whole of their rents, they would 
neither raise the general profits of stock, nor lower the price of corn 
to the consumer. It would have no other effect, as Mr Malthus 
has observed, than to enable those farmers, whose lands now pay a | 
rent, to live like gentlemen, and they would have to nd that 

dier the general revenue which now falls to the share of the 
ord. 

A nation is rich, not according to the abundance of its money, 
nor to the high money value at which its commodities circulate, 
but according to the abundance of its commodities, contributing to 
its comforts and enjoyments. Although this is a proposition, from 
which few would dissent, many look with the greatest alarm at the 
prospect of the diminution of their money revenue, though such 
reduced revenue should have so improved in exchangeable value, 
as to procure considerably more of all the necessaries and luxuries 
of life. 

* It has been thought that the price of corn regulates the prices of ail other things. 
This appears to me to be a mistake. If the price of corn is affected by the rise or fall 
of the value of the precious metals themselves, then indeed will the price of com- 
modities be also affected, but they vary, because the value of money varies, not 
because the value of corn is altered. Commodities, I think, cannot materially rise or 
fall, whilst money and commodities continue in the same proportions, or rather whilst 
the cost of production of both estimated in corn continues the same. In the case of 


taxation, a part of the price is paid for the liberty of using the commodity, and does 
not constitute its real price. 
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If, then, the principles here stated as governing rent and profit 
be correct, general profits on capital can only be raised by a fall in 
the exchangeable value of food, and which fall can only arise from 
three causes :— 

lst. The fall of the real wages of labour, which shall enable the 
farmer to bring a greater excess of produce to market. 

2d. Improvements in agriculture, or in the implements of hus- 
bandry, which shall also increase the excess of produce. 

3dly. The discovery of new markets, from whence corn may be 
imported at a cheaper price than it can be grown for at home. 

he first of these causes is more or less permanent, according as 
the price from which wages fall, is more or less near that remunera- 
tion for labour which is necessary to the actual subsistence of the 
labourer. | 

The rise or fall of wages is common to all states of society, 
whether it be the stationary, the advancing, or the retrograde state. 
In the stationary state, it 18 regulated wholly by the increase or 
falling off of the population. In the advancing state, it depends on 
whether the capital or the population advance, at the more rapid 
course. In the retrograde state, it depends on whether population 
or capital decrease with the greater rapidity. 

As experience demonstrates that capital and population alter- 
nately take the lead, and wages in consequence are liberal or 
scanty, nothing can be positively laid down, respecting profits, as 
far as wages are concerned. 

But I think it may be most satisfactorily proved, that in every 
society advancing in wealth and population, independently of the 
effect produced by liberal or scanty wages, general profits must fall, 
unless there be improvements in agriculture, or corn can be imported 
at a cheaper price. 

It seems the necessary result of the principles which have been 
stated to regulate the progress of rent. 

This principle will, however, not be readily admitted by those 
who ascribe to the extension of commerce, and discovery of new 
markets, where our commodities can be sold dearer, and forei 
commodities can be bought cheaper, the progress of profits, with- 
out any reference whatever to the state of the land, and the rate of 
profit obtained on the last portions of capital employed upon it. 
Nothing is more common than to hear it asserted, that profits on 
agriculture no more regulate the profits of commerce, than that the 
profits of commerce regulate the profits on agriculture. It is con- 
tended that they alternately take the lead; and, if the profits of 
commerce rise, which it is said they do, when new markets are 
discovered, the profits of agriculture will also rise ; for it is admitted, 
that if they did not do so, capital would be withdrawn from the 
land to be employed in the more profitable trade. But if the 
principles respecting the progress of rent be correct, it is evident, 
that, with the same population and capital, whilst none of the agri- 
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cultural capital is withdrawn from the cultivation of the land, 
agricultural profits cannot rise, nor can rent fall: either then it 
must be contended, which is at variance with all the principles of 
political economy, that the profits on commercial capital will rise 
considerably, whilst the profits on agricultural capital suffer no 
alteration, or that, under such circumstances, the profits on com- 
merce will not rise.* 

It is this latter opinion which I consider as the true one. I do 
not deny that the first discoverer of a new and better market may, 
for a time, before competition operates, obtain unusual profits. He 
may either sell the commodities he exports at a higher price than 
those who are ignorant of the new market, or he may purchase the 
commodities imported at a cheaper price. Whilst he, or a few 
more exclusively follow this trade, their profits will be above the 
level of general profits. But it is of the general rate of profit that 
we are speaking, and not of the profits of a few individuals; and I 
cannot doubt that, in proportion as such trade shall be generally 
known and followed, there will be such a fall in the price of the 
foreign commodity in the importing country, in consequence of its 
increased abundance, and the greater facility with which it is pro- 
cured, that its sale will afford only the common rate of profits—that 
so far from the high profits obtained by the few who first engaged 
in the new trade elevating the general rate of profits—those profits 
will themselves sink to the ordinary level. 

The effects are precisely similar to those which follow from the 
use of improved machinery at home. 

Whilst the use of the machine is confined to one, or a very few 
manufacturers, they may obtain unusual profits, because they are 
enabled to sell their commodities at a price much above the cost of 
production—but as soon as the machine becomes general to the 
whole trade, the price of the commodities will sink to the actual 
cost of production, leaving only the usual and ordinary profits. 

During the period of capital moving from one employment to 
another, the profits on that to which capital is flowing will be rela- 
tively high, but will continue so no longer than till the requisite 
capital 1s obtained. 

There are two ways in which a country may be benefited by 
trade—one by the increase of the general rate of profits, which, 
according to my opinion, can never take place but in consequence 
of cheap food, which is beneficial only to those who derive a revenue 
from the employment of their capital, either as farmers, manu- 


* Mr Malthus has supplied me with a happy illustration—he has correctly compared 
“the soil to a great number of machines, all susceptible of continued improvement by 
the application of capital to them, but yet of very different original qualities and 
powers" How, I would ask, can profits rise whilst we are obliged to make use of 
that machine which has the worst original qualities and powers ? We cannot abandon 
the use of it; for it is the condition on which we obtain the food necessary for our 
population, and the demand for food is by the supposition not diminished ; but who 
would consent to use it if he could make greater profits elsewhere ? 


ON THE PROFITS OF STOCK. 381 


facturers, merchants, or capitalists, lending their money at interest 
—the other by the abundance of commodities, and by a fall in their 
exchangeable value, in which the whole community participate. 
In the first case, the revenue of the country is augmented—in the 
second, the same revenue becomes efficient in procuring a greater 
amount of the necessaries and luxuries of life. 

It is in this latter mode only* that nations are benefited by the 
extension of commerce, by the division of labour in manufactures, 
and by the discovery of machinery, —they all augment the amount 
of commodities, and contribute very much to the ease and happi- 
ness of mankind; but they have no effect on the rate of profits, 
because they do not augment the produce compared with the cost 
of production on the land, and it is impossible that all other profits 
should rise whilst the profits on land are either stationary, or 
retrograde. 

Profits, then, depend on the price, or rather on the value of food. 
Every thing which gives facility to the production of food, however 
scarce, or however abundant commodities may become, will raise 
the rate of profits, whilst on the contrary, every thing which shall 
augment the cost of production without augmenting the quantity of 
food,f will, under every circumstance, lower the general rate of 
profits. The facilities of obtaining food are beneficial in two ways 
to the owners of capital; it at the same time raises profits and 
increases the amount of consumable commodities. The facilities 
in obtaining all other things only increase the amount of com- 
modities. 

If, then, the power of purchasing cheap food be of such great 
importance, and if the importation of corn will tend to reduce its 
price, arguments almost unanswerable respecting the danger of 
dependence on foreign countries for a portion of our food—for in no 
other view will the question bear an argument—ought to be brought 
forward to induce us to restrict importation, and thereby forcibly 
to detain capital in an employment which it would otherwise leave 
for one much more advantageous. 

It the legislature were at once to adopt a decisive policy with 
regard to the trade in corn—if it were to allow a permanently free 
trade, and did not, with every variation of price, alternately restrict 
and encourage importation, we should undoubtedly be a regularly 
importing country. We should be so in consequence of the 
superiority of our wealth and population, compared to the fertility 
of our soil over our neighbours. It is only when a country is com- 
paratively wealthy, when all its fertile land is in a state of high 
cultivation, and that it is obliged to have recourse to its inferior 

* Excepting when the extension of commerce enables us to obtain food at really 
cheaper prices. 

t If by foreign commerce, or the discovery of machinery, the commodities con- 
sumed by the labourer should become much cheaper, wages would fall; and this, as 


we have before observed, would raise the profits of the farmer, and therefore, all 
other profits. 
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lands to obtain the food necessary for xe Sorat or when it is 
originally without the advantages of a fertile soil, that it can become 
profitable to import corn.* 

It is, then, the dangers of dependence on foreign supply for any 
considerable quantity of our food, which can alone be opposed to 
the many advantages which, circumstanced as we are, would attend 
the importation of corn. 

These dangers do not admit of being very correctly estimated ; 
they are in some degree matters of opinion, and cannot, like the 
advantages on the other side, be reduced to accurate calculation. 
They are generally stated to be two—1st, That in the case of war 
& combination of the Continental powers, or the influence of our 
pinap enemy, might deprive us of our accustomed supply—2dly, 

hat when bad seasons occurred abroad, the exporting countries 
would have, and would exercise, the power of withholding the 
quantity usually exported to make up for their own deficient 
supply. 
we became a regularly importing country, and foreigners could 
confidently rely on the demand of our market, much. more land 
would be cultivated in the corn countries with a view to exportation. 
When we consider the value of even a few weeks’ consumption of 
corn in England, no interruption could be given to the export trade, 
if the Continent supplied us with any considerable quantity of corn, 
without the most extensively ruinous commercial distress—distress 
which no sovereign, or combination of sovereigns, would be willing 
to inflict on their people; and, if willing, it would be a measure to 
which probably no people would submit. It was the endeavour of 
Buonaparte to prevent the exportation of the raw produce of Russia, 
more than any other cause, which produced the astonishing efforts 
of the people of that country against the most powerful force perhaps 
ever assembled to subjugate a nation. 

The immense capital which would be employed on the land, could 
not be withdrawn suddenly, and under such circumstances, without 
immense loss; besides which, the glut of corn in their markets, which 
would affect their whole supply, and lower its value beyond calcu- 
lation; the failure of those returns, which are essential in all 
commercial adventures, would occasion a scene of wide-spreading 
ruin, which, if a country would patiently endure, would render it 
 unfit to wage war with any prospect of success. We have all 
witnessed the distress in this country, and we have all heard of the 
still greater distress in Ireland, from a fall in the price of corn, at a 
time, too, when it is acknowledged that our own crop has been 
deficient ; when importation has been re ted by price, and when 
we have not experienced any of the effects of a glut. Of what 
nature would that distress have been if the price of corn had fallen 

* This principle is most ably stated by Mr Malthus in page 42 of “ An Inquiry,” &c. 

t It is this latter opinion which is chiefly insisted upon by Mr Malthus, in his late 
publication, “ The Grounds of an Opinion,” &c. 
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to a half a quarter, or an eighth part of the present price? For the 
effects of plenty or scarcity, onthe price of corn, are incalculably 

eater than in proportion to the increase or deficiency of quantity. 
These, then, are the inconveniences which the exporting countries 
would have to endure. 

Ours would not be light. A great diminution in our usual supply, 
amounting probably to one-eighth of our whole consumption, it must 
be confessed, would be an evil of considerable magnitude ; but we 
have obtained -a supply equal to this, even when the growth of 
foreign countries was not regulated by the constant demand of our 
market. We all know the prodigious effects of a high price in 
procuring a supply. It cannot, I think, be doubted, that we should 
obtain a considerable quantity from those countries with which we 
were not at war; which, with the most economical use of our own 
produce, and the quantity in store,* would enable us to subsist till 
we had bestowed the necessary capital and labour on our own land, 
with a view to future production. That this would be a most 
afflicting change, I certainly allow; but I am fully persuaded that 
we should not be driven to such an alternative, and that, notwith- 
standing the war, we should be freely supplied with the corn, 
EUMD grown in foreign countries for our consumption. Buona- 
parte, when he was most hostile to us, permitted the exportation of 
corn to England by licenses, when our prices were high from a bad 
harvest, even when all other commerce was prohibited. Such a 
state of things could not come upon us suddenly ; a danger of this 
nature would be partly foreseen, and due precautions would be 
taken. Would it be wise, then, to legislate with the view of 
preventing an evil which might never occur; and, to ward off a 
most improbable danger, sacrifice annually & revenue of some 
millions ? 

In contemplating a trade in corn, unshackled by restrictions on 
importation, and a consequent supply from France, and other 
countries, where it can be brought to market at a price not much 
above half that at which we can ourselves produce it on some of 
our poorer lands, Mr Malthus does not sufficiently allow for the 
greater quantity of corn which would be grown droad, if impor- 
tation was to become the settled policy of this country. There 
cannot be the least doubt that if the corn countries could depend 
on the markets of England for a regular demand, if they could be 
pe secure that our laws respecting the corn trade would not 

e repeatedly vacillating between bounties, restrictions, and prohi- 
bitions, a much larger supply would be grown, and the danger of a 
greatly diminished exportation, in consequence of bad seasons, 
would be less likely to occur. Countries which have never yet 
supplied us might, 1f our policy was fixed, afford us a considerable 
quantity. 


* As London is to be a depót for foreign corn, this store might be very great. 
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It is at such times that it would be particularly the interest of 
foreign countries to supply our wants, as the exchangeable value of 
corn does not rise in proportion only to the deficiency of supply, 
but two, three, four times as much, according to the amount of the 
deficiency. 

If the consumption of England is 10 million quarters, which, in 
an average year, would sell for 40 millions of money; and, if the 
supply should be deficient one-fourth, the 7,500,000 quarters would 
not sell for 40 millions only, but probably for fifty millions or more. 
Under the circumstances, then, of bad seasons, the exporting country 
would content itself with the smallest possible quantity necessary 
for their own consumption, and would take advantage of the high 

rice in England to sell all they could spare, as not only would corn 
be high, as compared with money, but as compared with all other 
things; and if the growers of corn adopted any other rule, they 
would be in a worse situation, as far as regarded wealth, than if 
they had constantly limited the growth of corn to the wants of their 
own people. 

If 100 millions of capital were employed on the land to obtain 
the quantity necessary to their own subsistence, and 20 millions 
more that they might export the produce, they would lose the whole 
return of the 20 millions in the scarce year, which they would not 
have done had they not been an exporting country. At whatever 
price exportation might be restricted by foreign countries, the 
chance of corn rising to that price would be diminished by the 
greater quantity produced in consequence of our demand. 

With respect to the supply of corn, it has been remarked, in 
reference to a single country, that if the crops are bad in one 
district they are generally productive in another; that if the weather 
is injurious to one soil, or to one situation, it is beneficial to a diffe- 
rent soil and different situation; and, by this compensating power, 
Providence has bountifully secured us from the frequent recurrence 
of dearths. If this remark be just as applied to one country, how 
much more strongly may it be applied to all the countries together 
which compose our world ? Will not the deficiency of one country 
be made up by the plenty of another? and, after the experience 
which we have had of the power of high prices to procure a supply, 
can we have any just reason to fear that we shall be exposed to any 
particular danger from depending on importation for so much corn 
as may be necessary for a few weeks of our conem pie 

From all that I can learn, the price of corn in Holland, which 
country depends almost wholly on foreign supply, has been remark- 
ably steady, even during the convulsed times which Europe has 
lately experienced, — a convincing proof, notwithstanding the 
smallness of the country, that the effects of bad seasons are not 
exclusively borne by importing countries. 

That great improvements hos been made in agriculture, and 
that much capital has been expended on the land, it is not 
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attempted to deny ; but, with all those improvements, we have not 
overcome the natural impediments resulting from our increasing 
wealth and prosperity, which obliges us to cultivate at a disadvan- 
tage our poor lands if the importation of corn is restricted or 
prohibited. If we were left to ourselves, unfettered by legislative 
enactments, we should ually withdraw our capital from the 
cultivation of such lands, and import the produce which is at 
present raised upon them. The capital withdrawn would be 
employed in the manufacture of such commodities as would be 
exported in return for the corn.* Such a distribution of part of 
the capital of the country would be more advantageous or it would 
not be adopted. This principle is one of the best established in the 
science of political economy, and by no one is more readily admitted 
than by Mr Malthus. It is the foundation of all his arguments, in 
his comparison of the advantages and disadvantages attending an 
UM trade in corn, in his “ Observations on the Corn 

RWS.” 

In his last publication, however, in one part of it, he dwells with 
much stress on the losses of agricultural capital, which the country 
would sustain, by allowing an unrestricted importation. He laments 
the loss of that which by the course of events has become of no use 
to us, and by the A ment of which we actually lose. We 
might just as fairly have been told, when the steam-engine, or Mr 
Arkwright's cotton machine was brought to perfection, that it would 
be wrong to adopt the use of them, because the value of the old 
clumsy machinery would be lost to us. That the farmers of the 
poorer lands would be losers, there can be no doubt, but the public 
would gain many times the amount of their losses; and, after the 
exchange of capital from land to manufactures had been effected, 
the farmers themselves, as well as every other class of the commu- 
ay except the landholders, would very considerably increase their 
proñts. 

It might, however, be desirable, that the farmers, eunneg their 
current leases, should be protected against the losses which the 
would undoubtedly suffer from the new value of money, whic 
would result from a cheap price of corn, under their existing money 
engagements with their landlords. 

Although the nation would sacrifice much more than the farmers 
would save even by a temporary high price of corn, it might be just 
to lay restrictive duties on importation for three or four years, and 
to declare that, after that period, the trade in corn should be free, 
and that imported corn should be subject to no other duty than 

* If it be true, as Mr Malthus observes, that in Ireland there are no manufactures 
in which capital could be profitably employer capital would not be withdrawn from 
the land, and then there would be no loss of cultural capital. Ireland would in 
such case have the same surplus corn produce, although it would be of less exchange- 
able value. Her revenue might be diminished ; but if she would not or could not 


manufacture goods, and would not cultivate the ground, she would have no revenue 
at all. 


BB 
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such as we might find it expedient to impose on corn of our own 
growth.* 

Mr Malthus is, no doubt, correct, when he says, * If merely the 
best modes of cultivation now in use, in some parts of Great Britain, 
were generally extended, and the whole cong was brought to a 
level, in proportion to its natural advantages, of soil and situation, 
by the further accumulation and more equable distribution of capital 
and skill, the quantity of additional produce would be immense, and 
would afford the means of subsistence to a very great increase of 
population.f 

his reflection is true, and is highly pleasing—it shows that we 
are yet at a great distance from the end of our resources, and that 
we may contemplate an increase of prosperity and wealth far ex- 
ceeding that of any country which has preceded us. "This may take 
place under either system, that of importation or restriction, though 
not with an equally accelerated pace, and is no argument why we 
should not, at every period of our improvement, avail ourselves of 
the full extent of the advantages offered to our acceptance—it is no 
reason why we should not make the very best disposition of our 
capital, so as to ensure the most abundant return. The land has, 
as I before said, been compared by Mr Malthus, to a great number 
of machines, all susceptible of continued improvement by the appli- 
cation of capital to them, but yet of very different original qualities 
and powers. Would it be wise at a great expense to use some o: 
the worst of these machines, when at a less expense we could hir. 
the very best from our neighbours. 

Mr Malthus thinks that a low money price of corn would not be 
favourable to the lower classes of society, because the real exchange- 
able value of labour, that is, its power of commanding the neces- 
saries, conveniences, and luxuries of life, would not be augmented, 
but diminished by a low money price. Some of his observations on 
this subject are certainly of great weight, but he does not sufficiently 
allow for the effecta of a better distribution of the national capital 
on the situation of the lower classes. It would be beneficial to 
them, because the same capital would employ more hands; besides, 
that the greater profits would lead to further accumulation; and 
thus would a stimulus be given to population by really high wages, 
which could not fail for akong time to ameliorate the condition of 
the labouring classes. 


* I by no means agree with Adam Smith, or with Mr Malthus, respecting the effects 
of taxation on the necessaries of life. The former can find no term too severe b 
which to characterise them. Mr Malthus is more lenient. They both think that suc 
taxes, incalculably more than any other, tend to diminish capital and production. I 
do not say that they are the best of taxes, but they do not, I think, subject us to any 
of the disadvantages of which Adam Smith speaks in foreign trade; nor do they pro- 
duce effects very different from other taxes. Adam Smith thought that such taxes fell 
exclusively on the landholder ; Mr Malthus thinks they are divided between the land- 
holder and consumer. It appears to me that they are paid wholly by the consumer. 

t Page 22, “ Grounds," &c. 
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The effects on the interests of this class, would be nearly the 
eame as the effects of improved machinery, which, it is now no 
longer questioned, has a decided tendency to raise the real wages 
of labour. 

Mr Malthus also observes, “ that of the commercial and manu- 
facturing classes, only those who are directly engaged in foreign 
trade will feel the benefit of the importing system." 

If the view which has been taken of rent be correct, —if it rise as 
general profits fall, and fall as general profits rise, —and if the effect 
of importing corn is to lower rent, which has been admitted, and 
ably exemplified by Mr Malthus himself, —all who are concerned in | 
trade,—all capitalists whatever, whether they be farmers, manufac- 
turers, or merchants, will have a great augmentation of profits. A 
fall in the price of corn, in consequence of improvements in agri- 
culture or of importation, will lower the exchangeable value of corn 
only,—the price of no other commodity will be affected. If, then, 
the price of labour falls, which it must do when the price of corn 
is lowered, the real profits of all descriptions must rise; and no 
person will be so materially benefited as the manufacturing and 
commercial part of society. 

If the demand for home commodities should be diminished, 
because of the fall of rent on the part of the landlords, it will be 
increased in a far greater degree by the increased opulence of the 
commercial classes. 

If restrictions on the importation of corn should take place, I do 
not apprehend that we shall lose any part of our foreign trade; on 
this point I agree with Mr Malthus. In the case of a free tradein 
corn, it would be considerably augmented ; but the question is not, 
whether we can retain the same foreign trade—but, whether, in 
both cases, it will be equally profitable. 

Our commodities would not sell abroad for more or less in con- 
sequence of a free trade, and a cheap price of corn; but the cost of 
production to our manufacturers would be very different if the price 
of corn was eighty, or was sixty shillings per quarter; and conse- 
quently profits would be augmented by all the cost saved in the 
production of the exported commodities. 

Mr Malthus notices an observation, which was first made by 
Hume, that a rise of prices has a magic effect on industry: he 
states the effects of a fall to be proportionally depressing." A rise 
of prices has been stated to be one of the advantages, to counter- 
balance the many evils attendant on a depreciation of money, from 
a real fall in the value of the precious metals, from raising the 
denomination of the coin, or from the over-issue of paper-money. 

It is said to be beneficial, because it betters the situation of the 
commercial classes at the expense of those enjoying fixed incomes ; 
—and that it is chiefly in those classes, that the great accumulations 
are made, and productive industry encouraged. 


* Grounds, &c. p. 32. 
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A recurrence to a better monetary system, it is said, though 
highly desirable, tends to give a temporary discouragement to 
accumulation and industry, by depressing the commercial part of 
the community, and is the effect of a fall of prices: Mr Malthus 
supposes that such an effect will be produced by the fall of the price 
of corn. If the observation made by Hume were well founded, still 
it would not apply to the present instance :—for every thing that 
the manufacturer would have to sell, would be as dear as ever: it 
is only what he would buy that would be cheap, namely, corn and 
labour, by which his gains would be increased. I must again observe, 
that a rise in the value of money lowers all things; whereas a fall 
in the price of corn, only lowers the wages of labour, and therefore 
raises profits. 

If, then, the prosperity of the commercial classes will most cer- 
tainly lead to accumulation of capital, and the encouragement of 
productive industry ; these can by no means be so surely obtained 
as by a fall in the price of corn. 

I cannot agree with Mr Malthus in his approbation of the opinion 
of Adam Smith, “ that no equal quantity of productive labour em- 
ployed in manufactures, can ever occasion 80 a a re-production 
as in agriculture.” I suppose that he must have overlooked the 
term ever in this passage, otherwise the opinion is more consistent 
. with the doctrine of the Economist, than with those which he has 
maintained; as he has stated, and I think correctly, that in the first 
settling of a new country, and in every stage of its improvement, 
there is a portion of its capital employed on the land, for the profits 
of stock merely, and which yields no rent whatever. Productive 
labour employed on such land never does in fact afford so great a re- 
production, as the same productive labour employed in manufactures. 

The difference is not indeed great, and is voluntarily relinquished, 
on account of the security and respectability which attends the 
employment of capital on land. In the infancy of society, when no 
rent is paid, is not the re-production of value in the coarse manu- 
factures, and in the implementa of husbandry with a given capital, 
at least as great as the value which the same capital would afford if 
employed on the land ? 

This opinion indeed is at variance with all the general doctrines 
of Mr Malthus, which he has so ably maintained in this as well as 
in all his other publications. In the “ Inquiry,” speaking of what 
I consider a similar opinion of Adam Smith, he observes, * I cannot, 
however, agree with him in,thinking that all land which yields food 
must necessarily yield rent. The land which is successively taken 
into cultivation in improving countries, may only pay profits and 
labour. A fair profit on the stock employed, including, of course, 
the payment of labour, will always be a sufficient faducenient to 
cultivate.” The same motives will also induce some to manufacture 
goods, and the profits of both, in the same stages of society, will be 
nearly the same. 
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In the course of these observations, I have often had occasion to 
insist,- that rent never falls without the profits of stock rising. If 
it suit us to-day to import corn rather than grow it, we are solely 
influenced by the cheaper price. If we import, the portion of capital 
last employed on the fand, and which yielded no rent, will be with- 
drawn; rent will fall and profits rise, and another portion of capital 
employed on the land will come under the same description of only 
yielding the usual profits of stock. 

If corn can be imported cheaper than it can be grown on this 
rather better land, rent will again fall and profits rise, and another 
and better description of, land will now be cultivated, for profits 
only. In every step of our progress, profits of stock increase and 
renta fall, and more land is abandoned ; besides which, the country 
saves all the difference between the price at which corn can be 
grown, and the price at which it can be imported, on the quantity 
we receive from abroad. 

Mr Malthus has considered, with the greatest ability, the effect 
of a cheap price of corn on those who contribute to the interest of 
our enormous debt. I most fully concur in many of his conclusions 
on this part of the subject. The wealth of England would, I am 
persuaded, be considerably augmented by a great reduction in the 
price of corn, but the whole money value of that wealth would be 
diminished. It would be diminished by the whole difference of the 
money value of the corn consumed,—it would be augmented by the 
increased exchangeable value of all those commodities which would 
be exported in exchange for the cornimported. The latter would, 
however, be very unequal to the former; therefore the money 
value of the commodities of England would, undoubtedly, be con- 
siderably lowered. 

But, though it is true, that the money value of the mass of our 
commodities would be diminished, it by no means follows that our 
annual revenue would fall in the same degree. The advocates for 
importation ground their opinion of the advantages of it on the 
conviction that the revenue would not so fall. And, as it is from our 
revenue that taxes are paid, the burthen might not be really augmented. 

Suppose the revenue of a country to fall from 10 to 9 millions, 
whilst the value of money altered in the proportion of 10 to 8, 
such country would have a larger neat revenue, after paying a 
million from the smaller, than it would have after paying it from 
the larger sum. i 

That the stockholder would receive more in real value than what 
he contracted for, in the loans of the late years, is also true ; but, 
as the stockholders themselves contribute very largely to the public 
burthens, and therefore to the payment of the interest which they 
receive, no inconsiderable proportion of the taxes would fall on 
them ; and, if we estimate at its true value the additional profits 
made by the commercial class, they would still be great gainers, 
notwithstanding their really augmented contributions. 
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The landlord would be the only sufferer by paying really more, 
not only without any adequate compensation, but with lowered 
rents. 

It may, indeed, be urged, on the part of the stockholder, and 
those who live on fixed incomes, that they have been by far the 

eatest sufferers by the war. The value of their revenue has been 

iminished by the rise in the price of corn, and by the depreciation 
in the value of paper-money, whilst, at the same time, the value of 
their capital has been very much diminished from the lower price 
of the funds. They have suffered, too, from the inroads lately 
made on the sinking fund, and which, it is Supposed, will be still 
further extended, —2a measure of the greatest injustice,—in direct 
violation of solemn contracts; for the sinking fund is as much a 
part of the contract as the dividend, and, as a source of revenue, 
utterly at variance with all sound principles. It is to the growth 
of that fund that we ought to look for the means of carrying on 
future wars, unless we are prepared to relinquish the funding system 
altogether. To meddle with the sinking fund, is to obtain a little 
temporary aid at the sacrifice of a great future advantage. It is 
reversing the whole system of Mr Pitt, in the creation of that fund : 
he proceeded on the conviction that, for a small present burthen, 
an immense future advantage would be obtained ; and, after wit- 
nessing, as we have done, the benefits which have already resulted 
from his inflexible determination to leave that fund untouched, even 
when he was pressed by the greatest financial distress, when 3 per 
cents. were so low as 48, we cannot, I think, hesitate in pronouncing 
that he would not have countenanced, had he still lived, the measures 
which have been adopted. 

To recur, however, to the subject before me, I shall only further 
observe, that I shall greatly regret that considerations for any 
particular class are allowed to check the progress of the wealth and 
E as of the country. If the interests of the landlord be of 
sufficient consequence, to determine us not to avail ourselves of all 
the benefits which would follow from importing corn at a cheap 
price, they should also influence us in rejecting all improvements in 
agriculture, and in the implements of husbandry ; for it is as certain 
that corn is rendered cheap, rents are lowered, and the ability of 
the landlord to pay taxes is, for a time at least, as much impaired 
by such improvements as by the importation of corn. To be con- 
sistent, then, let us by the same act arrest improvement, and 
prohibit importation. 
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INTRODUCTION. 


THE following important questions concerning the Bank of England 
will, next session, come under the discussion of Parliament :— 

Ist, Whether the Bank shall be obliged to pay their notes in 
specie at the demand of the holders? 

2dly, Whether any alteration shall be made in the terms agreed 
upon in 1808, between Government and the Bank, for the manage- 
ment of the national debt ? 

And, 3dly, What compensation the public shall receive for the 
large amount of public deposits from which the Bank derive profit? 

ja point of importance, the first of these questions greatly surpasses 
the rest; but so much has already been written on the subject of 
currency, and on the laws by which it should be regulated, that I 
should not trouble the reader with any further observations on those 
topics, did I not think that a more economical mode of effecting 
our payments might be advantageously adopted; to explain which, 
it will be necessary to premise briefly some of the general principles 
which are found to constitute the laws of currency, and to vindicate 
them from some of the objections which are brought against them. 

The other two questions, though inferior in importance, are, at 
these times of pressure on our finances, when economy is so essential, 
well deserving of the serious consideration of Parliament. If, on 
examination, 1t should be found that the services performed by the 
Bank for the public are most prodigally paid, and that this wealthy 
corporation has been accumulating a treasure of which no example 
can be brought—much of it at the expense of the public, and owing 
to the negligence and forbearance of Government—a better arrange- 
ment, it 18 hoped, will now be made ; which, while it secures to the 
Bank a just compensation for the responsibility and trouble which 
the management of the public business may occasion, shall also 
guard against any wasteful application of the public resources. 

It must, I think, be allowed, that the war, which has pressed 
heavily on most of the classes of the community, has been attended 
with unlooked-for benefits to the Bank ; and that in proportion to 
the increase of the public burdens and difficulties have been the 
gains of that body. 
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The restriction on the cash payments of the Bank, which was 
the effect of the war, has enabled them to raise the amount of their 
notes in circulation from 12 millions to 28 millions; whilst, at the 
same time, it has exonerated them from all necessity of keeping 
any large deposit of cash and bullion, a part of their assets from 
which they derive no profit. 

The war, too, has raised the unredeemed public debt, of which 
the Bank have the management, from 220 to 830 millions; and, 
notwithstanding the reduced rate of charge, they will receive for 
the management of the debt alone, in the present year, 277,0001.,* 
whereas, in 1792, their whole receipt on account of the debt was 
99,800/. 

It is to the war that the Bank are also indebted for the increase 
in the amount of publie deposits. In 1792 these deposits were 
probably less than 4 millions. In and since 1806 we know that 
they have generally exceeded 11 millions. 

It cannot, I think, be doubted, that all the services which the 
Dank perform for the public could be performed by public servants, 
and in public offices established for that purpose, at a reduction or 
saving of expense of nearly half a million per annum. 

In 1786 the auditors of public accounts stated it as their opinion, 
that the publie debt, then amounting to 224 millions, could be 
managed by Government for less than 1877. 10s. per million. On 
a debt of 830 millions the Bank are paid 3407. per million on 600 
millions, and 3007. per million on 230 millions. 

Against the mode in which the public business is managed at the 
Dank no complaint can be justly made; ability, regularity, and 
precision, are to be found in every office; and in these particulars 
it is not probable that any change could be made which would be 
deemed an improvement. 

As far as the public are bound to the Bank by any existing 
agreement, an objection on that score will be urged against any 
alteration. Inadequate as, in my opinion, was at that time, and 
under the circumstances in which it was granted, the compensation 
which the publie received from the Dank, for the Eua of their 
charter, I shall not plead for a revision of that contract, but permit 
the Dank to enjoy, unmolested, all the fruits of so improvident and 
unequal a bargain. 

Dut the agreement entered into with the Dank in 1808, for the 
management of the national debt, is not, I think, of the above 
description, and either party is now at liberty to annul it. The 
agreement was for no definite period; and has no necessary con- 
nexion with the duration of the charter, which was made eight 
years before it. Applying to the state of things existing at the 
time of ita formation, or such a state as might be expected to occur 
within a few years, it is not any longer binding. This is declared 


* See Appendix, No. III. 
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in the following passage of Mr Perceval's letter to the Bank, dated 
the 15th January 1808, on accepting the scale in respect to the 
rate for management proposed by the Bank. —* Under this impres- 
sion," says Mr Perceval, *I am strongly inclined to give way to the 
suggestion of the Bank in the minor parts of the arrangement, and 
will therefore accede to the scale of allowances therein proposed for 
the management of the public debt, so far as it applies to present 
circumstances, or to such as can be expected to occur within any short 
period.” Eight years having since elapsed, and the unredeemed 
debt having, in that time, increased 280 millions, can it be justly 
contended that it is not in the power of either party, now or here- 
after, to annul this agreement, or to propose such alterations in it 
as time and circumstances may render expedient ? 

To Mr Grenfell I am very materially indebted; I have done 
little more on this part of the subject, than repeat his arguments 
and statements. I have endeavoured to give my feeble aid to a 
cause which he has already so ably advocated in parliament, and 
. in which I trust success will crown his future efforts. 
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SECTION I. 
In the Medium of Circulation— Cause of Uniformity is Cause of Goodness. 


ALL writers on the subject of money have agreed that uniformity 
in the value of the circulating medium is an object greatly to be 
desired. Every improvement, therefore, which can promote an 
approximation to that object, by diminishing the causes of varia- 
tion, should be adopted. No plan can possibly be devised which 
will maintain money at an absolutely uniform value, because it will 
in be subject to those variations to which the commodity itself 
is subject, which has been fixed upon as the standard. 

While the precious metals continue to be the standard of our 
currency, money must necessarily undergo the same variations in 
value as those metals. It was the comparative steadiness in the 
value of the precious metals, for periods of some duration, which 
probably was the cause of the preference given to them in all 
OUI TION as & standard by which to measure the value of other 
things. 

A currency may be considered as perfect, of which the standard 
is invariable, which always conforms to that standard, and in the 
use of which the utmost economy is practised. 

Amongst the advantages of a paper over a metallic circulation, 
may be reckoned, as not the least, the facility with which it may 
be altered in quantity, as the wants of commerce and temporary 
circumstances may require : enabling the desirable object of keep- 
ing money at a uniform value to be, as far as it is otherwise 
practicable, securely and cheaply attained. 
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The quantity of metal, employed as money, in effecting the 
payments of any particular country, using metallic money ; or the 
quantity of metal for which paper money is the substitute, if paper 
money be partly or wholly used, must depend on three things: 
first, on its value ;—secondly, on the amount or value of the pay- 
ments to be made ;—and, thirdly, on the degree of economy prac- 
tised in effecting those payments. 

A country using gold as its standard would require, at least, 
fifteen times less of that metal than it would of silver, if using silver, 
and nine hundred times less than it would of copper, if using that 
metal,—fifteen to one being about the proportion which gold bears 
in value to silver, and nine hundred to one the proportion which it 
bears to copper. If the denomination of a pound were given to any 
specific weight of these metals, fifteen times more of such pounds 
would be required in the one case, and nine hundred times more in 
the other, whether the metals themselves were employed as money, 
or paper was partly, or entirely, substituted for them. And if a 
country uniformly employed the same metal as a standard, the 
quantity of money required would be in an inverse proportion to 
the value of that metal. Suppose the metal to be silver, and that, 
from the difficulty of working the mines, silver should be doubled 
in value, —half the quantity only would then be wanted for money ; 
and if the whole business of circulation were carried on by paper, 
of which the standard was silver,—to sustain that paper, at ita 
bullion value, it must in like manner be reduced one half. In the 
same way it might be shown, that, if silver became as cheap again, 
compared with all other commodities, double the quantity would be 
required to circulate the same quantity of goods. When the number 
of transactions increase in any country from its increasing opulence 
and industry —bullion remaining at the same value, and the economy 
in the use of money also continuing unaltered—the value of money 
will rise on account of the increased use which will be made of it, 
and will continue permanently above the value of bullion, unless 
the quantity be increased, either by the addition of paper, or by 
procuring bullion to be coined into money. There will be more 
commodities bought and sold, but at lower prices ; so that the same 
money will still be adequate to the increased number of transactions, 
by passing in each transaction at a higher value. The value of 
money, then, does not wholly depend upon its absolute quantity, 
but on its quantity relatively to the payments which it has to 
accomplish ; and the same effects would follow from either of two 
causes—from increasing the uses for money one tenth—or from 
diminishing its quantity one tenth; for, in either case, its value 
would rise one tenth. 

It is the rise in the value of money above the value of bullion 
which is always, in a sound state of the currency, the cause of its 
increase in quantity ; for it is at these times that either an opening 
is made for the issue of niore paper money, which is always attended 
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with profit to the issuers; or that a profit is made by carrying 
bullion to the Mint to be coined. 

To say that money is more valuable than bullion or the standard, 
is to say that bullion is selling in the market under the Mint price. 
It can therefore be purchased, coined, and issued as money, with a 

rofit equal to the difference between the market and Mint prices. 

he Mint price of gold is 3/4. 17s. 103d. If, from increasing 
opulence, more commodities came to be bought and sold, the first 
effect would be that the value of money would rise. Instead of 
31. 17s. 104d. of coined money being equal in value to an ounce 
of gold, 3/. 15s. might be equal to that value; and therefore a 
profit of 2s. 104d. might be made on every ounce of gold that was 
carried to the Mint to be coined. This profit, however, could not 
long continue ; for the quantity of money which, by these means, 
would be added to the circulation, would sink its value, whilst the 
diminishing quantity of bullion in the market would also tend to 
raise the value of bullion to that of coin: from one or both these 
causes a perfect equality in their value could not fail to be soon 
restored. 

It appears, then, that, if the increase in the circulation were 
supplied by means of coin, the value both of bullion and money 
would, for a time at least, even after they had found their level, be 
higher than before ; a circumstance which, though often unavoidable, 
is inconvenient, as it affects all former contracts. This incon- 
venience is wholly got rid of, by the issue of paper money ; for, in 
that case, there will be no additional demand for bullion; conse- 
quently its value will continue unaltered ; and the new paper money, 
as well as the old, will conform to that value. 

Besides, then, all the other advantages attending the use of paper 
money ; by the judicious management of the quantity, a degree of 
uniformity, which is by no other means attainable, is secured to the 
value of the circulating medium in which all payments are made. 

The value of money and the amount of payments remaining the 
same, the quantity of money required must depend on the degree 
of economy practised in the use of it. If no payments were made 
by cheques on bankers, by means of which money is merely written 
off one account and added to another, and that to the amount of 
millions daily, with few or no bank notes or coin passing; it is 
obvious that considerably more currency would be required, or, 
which is the same in its effects, the same money would pass at a 
greatly increased value, and would, therefore, be adequate to the 
additional amount of payments. 

Whenever merchants, then, have a want of confidence in each 
other, which disinclines them to deal on credit, or to accept in 
payment each other's cheques, notes, or bills: more money, whether 
it be paper or metallic money, is in demand ; and the advantage of 
a paper circulation, when established on correct principles, is, that 
this additional quantity can be presently supplied without occasion- 
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ing any variation in the value of the whole currency, either as 
compared with bullion or with any other commodity ; whereas, with 
a system of metallic currency, this additional quantity cannot be so 
readily supplied, and when it is finally supplied, the whole of the 
currency, as well as bullion, has acquired an increased value. 


SECTION II. 
Use of a Standard Commodity—Objections to it considered. 


DuniNG the late discussions on the bullion question, it was most 
justly contended, that a currency, to be perfect, should be absolutely 
invariable in value. 

But it was said, too, that ours had become auch a currency, by 
the Bank restriction bill; for by that bill we had wisely discarded 
gold and silver as the standard of our money ; and, in fact, that a 
pound note did not and ought not to vary with a given quantity of 
gold, more than with a given quantity of any other commodity. 

his idea of a currency without a specific standard was, I believe, 
first advanced by Sir James Steuart,* but no one has yet been 
able to offer any test by which we could ascertain the uniformity 
in the value of a money so constituted. Those who iratis 
this opinion did not see, that such a currency, instead of being 
invariable, was subject to the greatest variations, —that the only use 
of a standard is to regulate the quantity, and by the quantity the 
value of the currency—and that without a standard it would be 
exposed to all the fluctuations to which the ignorance or the in- 
terests of the issuers might subject it. 

It has indeed been said that we might judge of its value by ite 
relation, not to one, but to the mass of commodities. If it should 
be conceded, which it cannot be, that the issuers of paper money 
would be willing to regulate the amount of their circulatiort by such 
a test, they would have no means of so doing ; for when we consider 
that commodities are continually varying in value, as compared with 
each other; and that when such variation takes place, it is impos- 
eible to ascertain which commodity has increased, which diminished 
in value, it must be allowed that such a test would be of no use 
whatever. 

Some commodities are rising in value, from the effects of taxation, 
from the scarcity of the raw material of whioh they are made, or 
from any other cause which increases the difficulty of production. 
Others again are falling, from improvements in machinery, from the 
better division of labour, and the improved skill of the workman ; 


* The writings of Sir James Steuart on the subject of coin and money are full of 
instruction, and it appears surprising that he could have adopted the above opinion, 
which is so directly at variance with the general principles he endeavoured to establish. 
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from the greater abundance of the raw material, and generally from 

eater facility of production. To determine the value of a currency 
by the test proposed, it would be necessary to compare it succes- 
sively with the thousands of commodities which are circulating in 
the community, allowing to each all the effects which may have 
been produced upon its value by the above causes. To do tbis is 
evidently impossible. 

To suppose that such a test would be of use in practice, arises 
from a misconception of the difference between price and value. 

The price of a commodity is its exchangeable value in money 


only. 

The value of a commodity is estimated by the quantity of other 
things generally for which it will exchange. 

The price of a commodity may rise while its value falls, and vice 
versá. A hat may rise from twenty to thirty shillings in price, but 
thirty shillings may not procure so much tea, sugar, coffee, and all 
other things, as twenty shillings did before, consequently a hat 
cannot procure so much. The hat, then, has fallen in value, though 
it has increased in price. 

Nothing is so easy to ascertain as a variation of price, nothing 
so difficult as a variation of value ; indeed, without an invariable 
measure of value, and none such exists, it is impossible to ascertain 
it with any certainty or precision. 

A hat may exchange for less of tea, sugar, and coffee, than before, 
but, at the same time, it may ao (or ors of hardware, shoes, 
stockings, &c., and the difference of the comparative value of these 
commodities may either arise from a stationary value of one, and a 
rise, though in different degrees of the other two; or a stationary 
value in one, and a fall in the value of the other two; or they may 
have all varied at the same time. 

If we say that value should be measured by the enjoyments 
which the exchange of the commodity can procure for its owner, 
we are still as much at a loss as ever to estimate value, because two 
persons may derive very different degrees of enjoyment from the 
possession of the same commodity. ja the above instance, a hat 
would appear to have fallen in value to him whose enjoyments 
consisted in tea, coffee, and sugar; while it would appear to have 
rsen in value to him who preferred shoes, stockings, and hard- 
ware. | 

Commodities generally, then, can never become a standard to 
regulate the quantity and value of money; and although some 
inconveniences attend the standard which we have adopted, namely, 
gold and silver, from the variations to which they are subject as 
commodities, these are trivial, indeed, compared to those which we 
should have to bear if we adopted the plan recommended. 

When gold, silver, and almost all other commodities were raised 
in price, during the last twenty years, instead of ascribing any 
of this rise to the fall of the paper currency, the supporters of an 

Cc 
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abstract currency had always some good reason at hand.for the 
alteration in price. Gold and silver rose because they were scarce, 
and were in great demand to pay the immense armies which were 
then embodied. All other commodities rose because they were 
taxed either directly or indirectly, or because, from a succession of 
bad seasons, and the difficulties of importation, corn had risen 
considerably in value, which, according to their theory, must 
necessarily raise the price of commodities. According to them, the 
only things which were unalterable in value were bank notes, which 
were therefore eminently well calculated to measure the value of 
all other things. 

If the rise had been 100 per cent., it might equally have been 
denied that the currency had anything to do with it, and it might 
equally have been ascribed to the same causes. The argument is 
certainly a safe one, because it cannot be disproved. "When two 
commodities vary in relative value, it is impossible with certainty 
to say whether the one rises or the other falls; so that, if we adopted 
a currency without a standard, there is no degree of depreciation to 
which it might not be carried. The depreciation could not admit 
of proof, as 1t might always be affirmed that commodities had risen 
in value, and that money had not fallen. 


SECTION III. 


The Standard, its Imperfections—V ariations below without Allowance of the counter- 
vailing variations above the Standard, their Effects—Correspondence with the 
Standard the Rule for Paper Money. 


WHILE a standard is used, we are subject to only such a variation 
in the value of money as the standard itself is subject to; but 
against such variation there is no possible remedy, and late events 
have proved that, during periods of war, when gold and eilver are 
used for the payment of large armies distant from home, those 
variations are much more considerable than has been generally 
allowed. This admission only proves that gold and silver are not 
so good a standard as they have been hitherto supposed,—that they 
are themselves subject to greater variations than it is desirable a 
standard should be subject to. "They are, however, the best with 
which we are acquainted. If any other commodity less variable 
could be found, it might very propery be adopted as the future 
standard of our money, provided it had all the other qualities which 
fitted it for that purpose; but, while these metals are the standard, 
the currency should conform in value to them, and whenever it 
does not, and the market pres of bullion is above the Mint price, 
the currency is depreciated. This proposition is unanswered, and 
is unanswerable. 

Much inconvenience arises from using two metals as the standard 
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of our money ; and it has long been a disputed point whether gold 
or silver should by law be made the principal or sole standard of 
money. In favour of gold it may be said, that its greater value 
under a smaller bulk eminently qualifies it for the standard in 
an opulent country; but this very quality subjects it to greater 
variations of value during periods of war or extensive commercial 
discredit, when it is often collected and hoarded, and may be urged 
as an argument against its use. The only objection to the use of 
silver as the standard is its bulk, which renders it unfit for the 
large a lis required in a wealthy country; but this objection 
is entirely removed by the substituting of paper money as the 
general circulation medium of the country. Silver, too, is much 
more steady in its value, in consequence of its demand and supply 
being more regular; and as all foreign countries regulate the value 
of their money by the value of silver, there can be no doubt that, 
on the whole, silver is preferable to gold as a standard, and should 
be permanently adopted for that purpose. 

Å better system of currency may, perhaps, be imagined than that 
which existed before the late laws made bank notes a legal tender; 
but while the law recognised a standard, while the Mint was open to 
any person who chose to take thither gold and silver to be coined into 
money, there was no other limit to the fall in the value of money 
than to the fall in the value of the precious metals. If gold had 
become as plentiful and as cheap as copper, bank notes would 
necessarily have partaken of the same depreciation, and all persons, 
the whole of whose possessions consisted of money—such as those 
who hold exchequer bills, who discount merchants’ bills, or whose 
income is derived from annuities, as the holders of the public funds, 
mortgagees and many others—would have borne all the evils of 
such a depreciation. With what justice, then, can it be maintained, 
that when gold and silver rise, money should be kept by force and 
by legislative interference at its former value, while no means are, 
or ever have been, used to prevent the fall of money when gold and 
silver fall? If the person possessed of money is subject to all the 
inconveniences of a fall in the value of his property, he ought also 
to have the benefits of the rise. If a paper currency without a 
standard be an improvement, let it be proved to be so, and then 
let the standard be disused ; but do not preserve it to the disadvan- 
tage solely, never to the advantage, of a class of persons possessed 
of one out of the thousands of commodities which are circulating 
in the community, of which no other is subject to any such rule. 

The issuers of paper money should regulate their issues solely by 
the price of bullion, and never by the quantity of their paper in 
circulation. The quantity can never be too great nor too little 
while it preserves the same value as the standard. Money, indeed, 
should be rather more valuable than bullion, to compensate for the 
trifling delay which takes place before it is returned in exchange 
for bullion at the Mint. This delay is equivalent to a small 
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seignorage; and coined money, or bank notes, which represent 
coined money, should in their natural and perfect state, be just so 
much more valuable than bullion. The Bank of England, by not 
having paid a due regard to this principle, have in former times 
been considerable losers. They supplied the country with all the 
coined money for which it had occasion, and, consequently, pur- 
chased bullion with their paper that they might carry it to the 
Mint to be coined. If their paper had been sustained by limiting 
its quantity at & value somewhat greater than bullion, they would, 
in the cheapness of their purchases, have covered all the expenses 
of brokerage and refining, including the just equivalent for the 
delay at the Mint. 


SECTION IV. 


An expedient to bring the English currency as near as possible to perfection. 


IN the next session of Parliament, the subject of currency is again 
to be discussed; and, probably, a time will then be fixed for the 
resumption of cash payments, which will oblige the Bank to limit 
the quantity of their paper till it conforms to tbe value of bullion. 

A well regulated paper currency is so great an improvement in 
commerce, that I should greatly a a if prejudice should induce 
us to return to a system of less utility. The introduction of the 
precious metals for the purposes of money may with truth be con- 
sidered as one of the most important steps towards the improvement 
of commerce and the arts of civilized life; but it is no less true, 
that, with the advancement of knowledge and science, we discover 
that it would be another improvement to banish them again from 
the employment to which, during a less enlightened period, they 
had been so advantageously applied. 

If the Bank should be again called upon to pay their notes in 
specie, the effect would be to lessen greatly the profits of the Bank 
without a correspondent gain to any other part of the community. 
If those who use one and two, and even five pound notes, should 
have their option of using guineas, there can be little doubt which 
they would prefer; and thus, to indulge a mere caprice, a most 
expensive medium would be substituted for one of little value. 

esides the loss to the Bank, which must be considered as a loss 
to the community, general wealth being made up of individual 
riches, the state would be subjected to the useless expense of coinage, 
and, men fall of the exchange, guineas would be melted and 
exported. 

o secure the public against any other variations in the value of 
the currency than those to which the standard itself is subject, 
and, at the same time, to carry on the circulation with a medium 
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the least expensive, is to attain the most perfect state to which a 
currency can be brought, and we should possess all these advantages 
by subjecting the Bank to the delivery of uncoined gold or eilver 
at the Mint standard and price, in exchange for their notes, instead 
of the delivery of [ra ead. by which means paper would never fall 
below the value of bullion without being followed by a reduction 
of its quantity. To prevent the rise of paper above the value of 
bullion, the Bank should be also obliged to give their paper in ex- 
change for standard gold at the price of 3l. 17s. per ounce. Not 
to give too much trouble to the Bank, the quantity of gold to be 
demanded in exchange for paper at the Mint price of 3/. 17s. 104d., 
or the quantity to be sold to the Bank at 37. 17s., should never be 
less than twenty ounces. In other words, the Bank should be 
obliged to purchase any quantity of gold that was offered them, not 
less than twenty ounces, at 3l. 178.* per ounce, and to sell any 
quantity that might be demanded at 3/. 17s. 104d. While they 
have the power of regulating the quantity of their paper, there is 
no possible inconvenience that could result to them from such a 
regulation. 

he most perfect liberty should be given, at the same time, to 
export or import every description of bullion. "These transactions 
in bullion would be very few in number, if the Bank regulated 
their loans and issues of paper by the criterion which I have so 
often mentioned, namely, the price of standard bullion, without 
attending to the absolute quantity of paper in circulation. 

The object which I have in view would be in a great measure 
attained, if the Bank were obliged to deliver uncoined bullion in 
exchange for their notes at the Mint price and standard; though 
they were not under the necessity of purchasing any quantity of 
bullion offered them at the prices to be fixed, particularly if the 
Mint were to continue open to the public for the coinage of money : 
for that regulation is merely suggested to prevent the value of 
money from varying from the value of bullion more than the triflin 
difference between the prices at which the Bank should buy an 
sell, and which would be an approximation to that uniformity in 
its value which is acknowledged to be so desirable. 


* The price of 3l. 17s. here mentioned, is, of course, an arbitrary price. There 
might be good reason, perhaps, for fixing it either a little above, or a little below. In 
naming 3l. 17s., I wish only to elucidate the principle. The price ought to be so fixed 
as to make it the interest of the seller of gold rather to sell it to the Bank than to 
ii it to the Mint to be coined. 

e same remark applies to the specified quantity of twenty ounces. There might 
be good reason for making it ten or thirty. 

t I have already observed that silver appears to me to be best adapted for the 
standard of our money. If it were made so by law, the Bank should be obliged to 
buy or sell silver bullion omy. If gold be exclusively the standard, the Bank should 
be required to buy or sell gold only; but if both metals be retained as the standard, 
as they now by law are, the Bank should have the option which of the two metals 
they would give in exchange for their notes, and a price should be fixed for silver 
rather under the standard, at which they should not be at liberty to refuse to purchase. 
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If the Bank capriciously limited the quantity of their paper, they 
would raise its value; and gold me appear to fall below the 
limits at which I propose the Bank should purchase. Gold, in 
that case, might be carried to the Mint, and the money returned 
from thence being added to the circulation, would have the effect 
of lowering its value, and making it again conform to the standard ; 
but it would neither be done so safely, so economically, nor so 
expeditiously, as by the means which I have proposed; against 
which the Bank can have no objection to offer, as it is for their 
interest to furnish the circulation with paper, rather than oblige 
others to furnish it with coin. | 

Under such a system, and with a currency so regulated, the 
Bank would never be liable to any embarrassments whatever, 
excepting on those extraordinary occasions, when a general panic 
seizes the country, and when every one is desirous of possessing 
the precious metals as the most convenient mode of realizing or 
concealing his property. Against such panics, Banks have no 
security, on any system; from their very nature they are subject to 
them, as at no time can there be in a Bank, or in a country, so 
much specie or bullion as the monied individuals of such country 
have aright to demand. Should every man withdraw his balance 
from his banker on the same day, many times the quantity of bank 
notes now in circulation would be insufficient to answer such a 
demand. A panic of this kind was the cause of the crisis in 1797; 
and not, as has been supposed, the large advances which the Bank 
had then made to Government. Neither the Bank nor Govern- 
ment were at that time to blame; it was the contagion of the 
unfounded fears of the timid part of the community, which 
occasioned the run on the Bank, and it would equally have taken 
place if they had not made any advances to Government, and had 
possessed twice their present capital. If the Bank had continued 
paying in cash, probably the panic would have subsided before 
their coin had been exhausted. 

With the known opinion of the Bank Directors as to the rule for 
issuing paper money, they may be said to have exercised their 
powers without any great indiscretion. It is evident that they have 
followed their own principle with extreme caution. In the present 
state of the law, they have the power, without any control whatever, 
of increasing or reducing the circulation in any degree they may 
think proper; a power which should neither be intrusted to the 
State itself nor to any body in it, as there can be no security for 
the uniformity in the value of the currency when its augmentation 
or diminution depends solely on the will of the issuers. That the 
Bank have the power of reducing the circulation to the very 
narrowest limits will not be denied, even by those who agree in 
opinion with the Directors, that they have not the power of adding 
indefinitely to its quantity. Though I am fully assured that it is 
both against the interest and the wish of the Bank to exercise this 
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power to the detriment of the public, yet when I contemplate the 
evil consequences which might ensue from a sudden and great 
reduction of the circulation, as well as from a great addition to it, 
I cannot but deprecate the facility with which the State has armed 
the Bank with so formidable a prerogative. 

The inconvenience to which country banks were subjected before 
the restriction on cash payments, must at times have been very 

eat. At all periods of alarm, or of expected alarm, they must 
fave been under the necessity of providing themselves with guineas, 
that they might be prepared for every exigency which might occur. 
Guineas on these occasions were obtained at the Bank in exchange 
for the larger notes, and were conveyed by some confidential agent, 
at expense and risk, to the country bank. After performing the 
offices to which they were destined, they found their way again to 
London, and in all probability were again lodged in the Bank, 
provided they had not suffered such a loss of weight as to reduce 
them below the legal standard. 

If the plan now proposed, of paying bank notes in bullion, be 
adopted, it would be necessary either to extend the same privilege 
to country banks, or to make bank notes a legal tender, in which 
latter case there would be no alteration in the law respecting 
country banks, as they would be required, precisely as they now 
are, to pay their notes when demanded in Bank of England notes. 

The saving which would take place from not submitting the 
guineas to the loss of weight from the friction which they must 
undergo in their repeated journeys, as well as of the expenses of 
conveyance, would be considerable; but by far the greatest advan- 
tage would result from the permanent supply of the country, as 
well as of the London circulation, as far as the smaller payments 
are concerned, being provided in the very cheap medium, paper, 
instead of the very valuable medium, gold, thereby enabling the 
country to derive all the profit which may be obtained by the 
productive employment of a capital to that amount. We should 
surely not be justified in rejecting so decided a benefit, unless some 
specific inconvenience could be pointed out as likely to follow from 
adopting the cheaper medium. 

Much has been ably written on the benefits resulting to a country 
from the liberty of trade, leaving every man to employ his talents 
and capital as to him may seem Pest, unshackled by restrictions of 
every kind. The reasoning by which the liberty of trade is sup- 
ported is so powerful, that 1t is daily obtaining converts. It is with 
pleasure that I see the progress which this great principle is making 
amongst those whom we should have expected to cling the longest 
to old prejudices. In the petitions to Parliament against the corn 
bill, the advantages of an unrestricted trade were generally recog- 
nised, but by none more ably than by the clothiers of Gloucestershire, 
who were so convinced of the impolicy of restriction, that they 
expressed a willingness to relinquish every restraint which might 
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be found to attach to their trade. These are principles which can- 
not be too widely extended, nor too generally adopted in practice; 
but if foreign nations are not sufficiently enlightened to adopt this 
liberal system, and should continue their prohibitions and exceseive 
duties on the importation of our commodities and manufactures, let 
England set them a good example by benefiting herself; and 
instead of meeting their prohibitions by similar exclusions, let her 
get c as soon as she can of every vestige of so absurd and hurtful 
a policy. 

The pecuniary advantage which would be the result of such a 
system would soon incline other states to adopt the same course, 
and no long period would elapse before the general prosperity would 
be seen to be best promoted by each country falling naturally into 
a most advantageous employment of its capital, talents, and 
industry. 

E however, as the liberty of trade would prove, it 
must be admitted that there are a few, and a very few exceptions to it, 
where the interference of Government may be beneficially exerted. 
Monsieur Say, in his able work on Political Economy, after showing 
the advantages of a free trade, observes," that the interference of 
Government is justifiable only in two cases; first, to prevent a 
fraud, and secondly, to certify a fact. In the examinations to which 
medical practitioners are obliged to submit, there is no improper 
interference ; for it is necessary to the welfare of the people, that 
the fact of their having acquired a certain portion of knowledge 
especung the diseases of the human frame should be ascertained 
and certified. The same may be said of the stamp which Govern- 
ment puts on plate and money ; it thereby prevents fraud, and saves 
the necessity of having recourse on each purchase and sale to a 
difficult chemical process. In examining the purity of drugs sold 
by chemists and apothecaries, the same object is had in view. In 
all these cases, the purchasers are not supposed to have, or to be 
able to acquire, sufficient knowledge to guard them against decep- 
tion; and Government interferes to do that for them which they 
could not do for themselves. 

Butifthe public require protection against the inferior money 
which might be imposed upon them by an undue mixture of alloy, 
and which is obtained by means of the Government stamp when 
metallic money is used; how much more necessary is such protec- 
tion when paper-money forms the whole, or almost the whole, of 
the circulating medium of the country ? Is it not inconsistent, that 
Government should use its power to protect the community from 
the loss of one shilling in a guinea, but does not interfere to protect 
them from the loss of the whole twenty shillings in a one-pound 
note? In thecase of Bank of England notes, a guarantee is taken 
by the Government for the notes which the Bank issue; and the 


* Economie Politique, livre i. chap. 17. 
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whole capital of the Bank, amounting to more than 11} millions, 
must be lost before the holders of their notes can be sufferers from 
any imprudence they may commit. Why is not the same principle 
followed with respect to the country banks? What objection can 
there be against requiring of those who take upon themselves the 
office of furnishing the public with a circulating medium, to deposit 
with Government an adequate security for the due performance of 
their engagements? In the use of money, every one is a trader ; 
those whose habits and pursuits are little suited to explore the 
mechanism of trade are obliged to make use of money, and are no 
way qualified to ascertain the solidity of the different banks whose 
paper is in circulation; accordingly, we find that men living on 
imited incomes, women, labourers, and mechanics ofall descriptions, 
are often severe sufferers by the failures of country banks, which 
have lately become frequent beyond all former example. Though 
I am by no means disposed to judge uncharitably of those who have 
occasioned so much ruin and distress to the middle and lower classes 
of the people, yet, it must be allowed by the most indulgent, that 
the true business of banking must be very much abused before it 
can be necessary for any bank, possessing the most moderate funds, | 
to fail in their engagements ; and I believe it will be found, in by 
far the major part of these failures, that the parties can be charged 
with offences much more grave than those of mere imprudence and 
want of caution. 

Against this inconvenience the publie should be protected, by 
requiring of every country bank to deposit with Government, or 
with commissioners appointed for that purpose, funded property or 
other Government security, in some proportion to the amount of 
their issues. 

Into the details of such a plan it is not necessary to enter very 
minutely. Stamps for the issue of notes might be delivered on the 
required deposit bein made, and certain periods in the year might 
be fixed upon, when the whole or any part of the security should be 
returned, on proof being given, either by the return of the cancelled 
stamps, or by any other satisfactory means, that the notes for which 
it was given were no longer in circulation. 

Against such a regulation no country bank of respectability would 
object; on the contrary, it would, in all probability, be most 
acceptable to them, as 1t would prevent the competition of those 
who are at present so little entitled to appear in the market against 
them. 
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SECTION V. 


A Practice which creates a great Mass of Mercantile Inconvenience—Remedy 
proposed. 


: AFTER all the improvements, however, that can be made in our 
system of currency, there will yet be a temporary inconvenience to 
which the publie will be subject, as they have hitherto been, from 
the large quarterly payment of dividends to the public creditors,— 
an inconvenience hich is often severely felt, and to which, I think, 
an easy remedy might be applied. 

The national debt has become so large, and the interest which is 
paid quarterly upon it is so great a sum, that the mere collecting 
the money from the receivers general of the taxes, and the conse- 
quent reduction of the quantity in circulation, just previously to its 
being paid to the public creditor in January, April, July, and 
October, occasions, for & week or more, the most distressing want 

.of circulating medium. The Bank, by judicious management, dis- 
counting bills probably very freely, just at the time that these 
monies are paid into the Exchequer, and arranging for the receipt 
of large sums immediately after the payment of the dividends, 
have, no doubt, considerably lessened the inconvenience to the 
mercantile part of the community. Nevertheless, it is well known 
to those who are acquainted with the money market that the 
distress for money is extreme at the periods I have mentioned. 
Exchequer bills, which usually sell at a premium of five shillings 
per 1004, are at such times at so great a discount that, by the 
purchase of them then, and the re-sale when the dividends are 
paid, a profit may often be made equal to the rate of 15 to 
20 per cent. interest for money. At these times, too, the differ- 
ence between the price of stock for ready money, and the price 
for a week or two to come, affords a profit, to those who can 
advance money, even greater than can be made by employing 
money in the purchase of exchequer bills. "This great distress for 
money is frequently, after the dividends are paid, followed by as 
great a plenty, so that little use can for some time be made of it. 

The very great perfection to which our system of economizing 
the use of money has arrived, by the various operations of banking, 
rather aggravates the peculiar evil of which I am speaking ; because, 
when the quantity of circulation is reduced, in consequence of the 
improvements which have been adopted in the means of effectin 
our payments, the abstraction of a million or two from that reduced 
circulation becomes much more serious in its effects, being so much 
oe & proportion of the whole circulation. 

n the inconvenience to which trade and commerce are exposcd 
by this periodical distress for money, I should think no difference 
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of opinion can possibly exist. The same unanimity may not pre- 
vail with respect to the remedy which I shall now propose. 

Let the Bank be authorised by Government to deliver the 
dividend warrants to the proprietors of stock a few days before 
the receivers general are required to pay their balances into the 
Exchequer. 

Let these warrants be payable to the bearer exactly in the same 
manner as they now are. | i 

Let the day for the payment of these dividend warrants in bank 
notes be regulated precisely as it now is. 

If the day of payment could be named on or before the delivery 
of the warrants, it would be more convenient. 

Finally, let these warrants be receivable into the Exchequer 
from the receivers general, or from any other person who may have 
payments to make there, in the same manner as bank notes, the 
persons paying them allowing the discount for the number of days 
which will elapse before they become due. 

If a plan of this sort were adopted, there could never be any 
particular scarcity of money before the payment of the dividends, 
nor any particular plenty of it after. The quantity of money in 
circulation would be neither increased nor diminished by the pay- 
ment of the dividends. A great part of these warrants would, 
from the stimulus of private interest, infallibly find their way into 
the hands of those who had public payments to make, and from 
them to the Exchequer. Thus, then, would a great part of the 
payments to Government, and the payments from Government to 
the public creditor, be effected without the intervention of either 
bank notes or money, and the demands for money for such pur- 
poses, which are now so severely felt by the mercantile classes, 
would be effectually prevented. 

Those who are well acquainted with the economical system now 
adopted in London throughout the whole banking concern, will 
readily understand that the plan here proposed is merely the 
extension of this economical system to a species of payments to 
which it has not yet been applied. To them it will be unnecessary 
to say anything further in recommendation of a plan, with the 
advantages of which in other concerns they are already so familiar. 


TM ES 


SECTION VI. 
The public services of the Bank excessively overpaid—Remedy proposed. 


Mr GRENFELL has lately called the attention of Parliament toa 
subject of importance to the financial interests of the community. 
At a time when taxes bear so heavily on the people, brought upon 
them by the unexampled difficulties and expenses of the war, a 
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resource 80 obvious as that which he has pointed out will surely not 
be neglected. 

It appears by the documents which Mr Grenfell's motions have 
produced, that the Bank have, for many years, on an average, had 
no less a sum of the public money in their hands, on which they 
have obtained an interest of 5 per cent., than 11 millions; and the 
only compensation which the public have derived for the advantage 
which the Bank have so long enjoyed is a loan of 3 millions from 
1806 to 1814, a period of eight years, at an interest of 3 per cent., 
—and a farther loan of 3 millions, without interest, which the Bank, 
in 1808, agreed to afford the public till six months after the defi- 
nitive treaty of peace, and which by an act of last session was 
continued without interest till April 1816 From 1806 to 1816, a 
period of ten years, the Bank have gained 5 per cent. per annum 
on 11,000,0007., which will amount to ; ; £5,500,000 
During the same time, the public have received the following com- 

ensation :—the difference between 3 per cent. and 5 per cent. 
interest, or 2 per cent. per annum on 3,000,000. for eight 
years, or . . . . . . £480,000 
From 1808 to 1816, the public will have had the advantage of a 


loan of 3,000,000/. without interest, which at 5 per cent. per 
. annum would amount in eight years to 1 ; 1,200,000 


1,680,000 


Balance gained by the Bank, ; : , £3,820,000 


3,820,000/. will have been gained by the Bank in ten years, or 

382,000/. per annum, for acting as bankers to the public, when, 

erhaps, the whole expense attending this department of their 
facies: does not exceed 10,000/. per annum. 

In 1807, when these advantages were first noticed by a committee 
of the House of Commons, it was contended by many persons, in 
favour of the Bank, and by Mr Thornton, one of the directors, who 
had been governor, that the gains of the Bank were in proportion 
to the amount of their notes in circulation, and that no advantage 
was derived from the public deposits further than as they enabled 
the Bank to maintain a larger amount of notes in circulation. This 
fallacy was completely exposed by the committee. 

If Mr Thornton's argument were correct, no ds whatever 
would have resulted to the Bank from the deposits of the public 
money—for those deposits do not enable them to maintain a larger 
amount of notes in circulation. 

Suppose that, before the Bank had any of the public deposits, 
the amount of their notes in circulation were 25 millions, and that 
they derived a profit by such circulation. Suppose, now, that 
Government received 10 millions for taxes in bank notes, and 
deposited them permanently with the Bank. The circulation 
would be immediately reduced to 15 millions, but the profits of the 
Bank would be precisely the same as before ; though 15 millions onl 
were then in circulation, the Bank would obtain a profit on 25 mil- 


i 
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lions. If, now, they again raise the circulation to 25 millions by 
employing the 10 millions in discounting bills, purchasing exchequer 
bills, or advancing the payments on the loan for the year for the 
holders of scrip receipts, will they not have added the interest of 
10 millions to their usual profits, although they should at no 
time have raised their circulation above the original sum of 25 
millions. 

That the increase in the amount of public deposita should enable 
the Bank to add to the amount of their notes in circulation, is neither 
supported by theory nor experience. If we attend to the progress 
of these deposits we shall observe, that at no time did they increase 
so much as from 1800 to 1806, during which time there was no 
increase in the circulation of notes of 5/. and upwards; but, from 
1807 to 1815, when there was no increase whatever in the amount 
of public deposits, the amount of notes of 5l. and upwards had 
increased 5 millions. 

Nothing can be more satisfactory on the subject of the profits of 
the Bank, from the public deposits, than the report of the committee 
on public expenditure, in 1807. It is as follows :— 

* In the evidence upon this part of the subject, it is admitted that 
the notes of the Bank are productive of profit ; butit appears to be 
assumed that the Government balances are only so in proportion as 
they tend to augment the amount of notes; whereas your committee 
are fully persuaded that both balances and notes are and must 
necessarily be productive. 

« The funds of the Bank, which are the sources of profit, and 
which constitute the measure of the sum which they have to lend 
(subject only to a deduction on account of cash and bullion) may 
be classed under three heads. 

* First, The sum received from their proprietors as capital, to- 
gether with the savings which have been added to it. | 

* Secondly, The sum received from persons keeping cash at the 
Bank. This sum consists of the balances of the deposit accounts, 
both of Government and of individuals. In 1797, this fund, includ- 
ing all the balances of individuals, was only 5,130,140/. The 
p Government balances alone have been stated already at 

etween 11 and 12 millions, including bank notes deposited in the 
Exchequer.* 

“ Thirdly, The sum received in return for notes put into circulation. 
A correspondent value for every note must originally have been 
given, and the value thus given for notes constitutes one part of the 
general fund to be lent at interest. A note-holder, indeed, does not 


* By some of my readers the words “ including bank notes deposited in the Ex- 
chequer" may not be understood. They are bank notes never put into circulation ; 
neither are they included in any return made by the Bank. They are called at the 
Exchequer special notes, and are mere vouchers (not having even the form of bank 
notes) of the payment to the Bank from the Exchequer of such monies as are daily 
received at the latter office. They are the record, therefore, of a part of the public 
deposits lodged with the Bank. 
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differ essentially from a person to whom a balance is due. Both are 
creditors of the Bank; the one holding a note, which is the evidence 
ofthe debt due to him, the other having the evidence of an entry in 
the ledger of the Bank. Zhe sum at all times running at interest will 
be in exact proportion to the amount of these three funds combined, 
deduction being made for the value of cash and bullion.” * | 

Every word of this statement appears to me unanswerable, and 
the principle laid down by the committee would afford us an infallible 
clue to ascertain the net profits of the Bank, if we knew the amount 
of their savings, —their cash and bullion, and their annual expenses, 
as well as the other particulars, are known to us. 

It will be seen by the above extract, that in 1807 the amount of 
the public deposits was between 11 and 12 millions, whereas, in 
1797 the amount of public and private deposits were, together, only 
equal to 5,130,140/. In consequence of this report Mr Perceval 
applied to the Bank, on the part of the public, for a participation in 
their additional profits from this source, either in the way of an 
annual payment or as a loan of money without interest; and, after 
some negociation, a loan of 3 millions was obtained without interest, 
payable six months after a definitive treaty of peace. 

he same report also notices the exorbitant allowance which was 
made to the Bank for the management of the national debt. The 
public paid the Bank at that time at the rate of 450/. per million 
for management; and it was stated by the committee, that the 
additional allowance for management in the ten years ending in 
1807, in consequence of the increase of the debt, was more than 
155,0007., whilst the * whole increase of the officers who actually 
transact the business, in the last eleven years, is only 137, whose 
annual expense may be from 18,449/. to 23,290/., the addition to 
the other permanent charges being probably about one-half or two- 
thirds of that sum." 

After this report, a new agreement was made with the Bank for 
the management of the pubhc debt. 

4501. per million was to be paid if the unredeemed capital 
exceeded 300 millions, but fell below 400 millions. 

940/. per million if the capital exceeded 400 millions, but fell 
below 600 millions. 

3007. per million on such part of the public debt as exceeded 
600 millions. 


* In 1797 the Bank stated their finances to be as follows :— 


Bank-notes in circulation, ; : , ; i .  £8,640,000 
Public and private deposits, . : ; " " , 5,132,140 
Surplus capital, ‘ E : . ‘ 3,826,890 

£17,597,030 


On the other side of the account they showed in what securities these funds were 
invested, and, with the exception of cash and bullion, and a small sum for stamps, 
they were all yielding interest and profit to the Bank. 
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Besides these allowances, the Bank are paid 8007. per million for 
receiving contributions on loans; 1000/. on each contract for 
lotteries ; and 1250/. per million, or 3th per cent., for receivin 
contributions on the profits arising from property, professions, and 
trades. This agreement has been in force ever since. 

As the period is now approaching when the affairs of the Bank 
will undergo the consideration of Parliament, and when the agree- 
ment which regards the public deposits will expire, by the payment of 
the 3 millions borrowed of the Bank without interest, in 1808; no 
time can be more proper than the present to point out the undue 
advantages which were given to the Bank in the terms settled 
between them and Mr Perceval in 1808. This, I apprehend, was 
the chief object of Mr Grenfell, for it is not alone to the additional 
advantages which the Bank have obtained since the agreement in 
1808 that he wishes to call the attention of Parliament, but also to 
that agreement itself, under which the public are now paying, and 
have long paid, in one shape or another, enormous sums for very 
inadequate services. 

Mr Grenfell probably thinks, and if he does I most heartily 
concur with him, that a profit of 382,000/. per annum, which is the 
sum at which the advantages of the public deposits to the Bank, 
for a period of ten years, may be calculated, as will be seen, page 
412, very far exceeds the just compensation which the public ought 
to pay to the Bank for doing the mere business of bankers ; parti- 
cularly when, in addition to this sum, 300,000/. per annum is now 
also paid for the management of the national debt, loans, &c.; when, 
moreover, the Bank have been enjoying, ever since the renewal of 
their charter, immense additional profits, from the substitution of 
paper money in lieu of a currency consisting partly of metallic and 
partly of paper money, which additional profits were not in con- 
templation, either of Parliament which granted, or of the Bank 
which obtained that charter, when the bargain was made in 1800, 
and of which they might be in a great measure deprived by the 
repeal of the bill which restricts them from paying their notes in 
specie. Under these circumstances it must, I think, be allowed, 
that in 1808 Mr Perceval by no means obtained for the public what 
they had a right to expect; and it is to be hoped that, with the 
known sentiments of the Chancellor of the Exchequer as to the 
right of the public to participate in the additional advantages of 
the Bank arising from public deposits, terms more consonant with 
the public interest will now be insisted on. 

It is true that the above sums, though paid by the public, are 
not the net profits of the Bank; from them a deduction must be 
made for the expenses of that part of the Bank establishment which 
is exclusively appropriated to the public business; but those 
expenses do not probably exceed 150,000/. per annum. 

he committee on public expenditure stated in their report to 
the House of Commons in 1807, “that the number of clerks 
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employed by the Bank exclusively or principally in the public 


business, was 
In 1786, , ; 243 
1796, : . . 9813 
1807, . . . 450 
whose salaries, it is presumed, may be calculated at an average of 
between 120/. and 1704. for each clerk: taking them at 1352, 
which exceeds the average of those employed in the South Sea 
House, the sum is : ; ; i £60,750 
At 1501, the sum is ; : ; A 67,500 
At 170L., the sum is à : : : 76,500 
Either of which two last sums would be sufficient to provide a 
superannuation fund. 
“ The very moderate salaries,” the report continues, “ received by 
the governor, deputy governor, and directors, amount to £8000 
* Incidental expenses may be estimated at about . 15,000 
* Building additional and repairs, at about . ; 10,000 
* Law expenses and loss by frauds, forgeries, at about 10,000 


£43,000 
* Add the largest estimate for clerks, . ; : 76,500 


Total, £119,500” 


Allowing, then, the very highest computation of the committee, 
the expense of managing the public business in 1807, including the 
whole of the salaries of the directors, incidental expenses, additional 
buildings and repairs, together with law expenses and loss by frauds 
and forgeries, amounted to 119,500. 

The committee also stated, that the increased expenses of the 
Bank for managing the public business, after a period of eleven 

ears, from 1796 to 1807, were about 35,000/. per annum, on an 
increased debt of 278 millions, being at the rate of 126/. per million. 
From 1807 to the present time the unredeemed debt managed by 
the Bank has increased from about 550 millions to about 830 millions, 
or about 280 millions, —little more than from 1796 to 1807,and there- 
fore at the same rate of 126/. per million, would be attended with a 
similar expense of 35,0004. ; but, “ as the rate of expense diminishes 
as the scale of business enlarges,” I shall estimate it at 30,500/., 
which, added to 119,500/., the expenses of 1807, will make the whole 
expense of managing the public business amount to 150,000/. The 
auditors of public accounts in 1786 estimated that 187/. 10s. per 
million was sufficient to pay the expenses of managing a debt of 
224 millions. The estimate which I have just made is about 180. 
per million, on a debt of 830 millions, which will appear an ample 
allowance when it is considered in what different proportions the 
debt itself increases, compared with the work which it occasions. 

Supposing, then, the expenses to be about 150,000/., the net 
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profits obtained by the Bank by all its transactions with the public 
this year will be as follows :— 
Charge for managing the national debt for one year, ending the 
lst February 1816,* : «©. «+ £254,000 
For receiving contributions on loans, at 8004. per 


million, on 36 millions, . 28,800 
Ditto, lotteries, : : i ; ; i 2,000 
Average profits on public deposits,t . ; é 382,000 
Allowance for receiving property tax, b. -4 9,480 

£670,280 


Expenses attending the management of public business, 150,000 
Net profits of the Bank paid by the public, . £520,280 


Of this vast sum, 372,000/. probably arises from the deposits 
alone, an expense which might almost wholly be saved to the nation, 
if Government were to take the management of that concern into 
their own hands, by having a common treasury, on which each 
department should draw, in the same manner as they now do on 
the Bank of England, investing the 11 millions, which appears to 
be the average deposits in exchequer bills, a part of which might 
be sold in the market, if any unforeseen circumstances should reduce 
the deposits below that sum. 

The resolutions,f proposed by Mr Grenfell, and on which Parlia- 
ment wil decide the next session, after briefly recapitulating the 
facts contained in the documents which his motions have produced, 
conclude thus :—“ That this House will take into early considera- 
tion the advantages derived by the Bank, as well from the manage- 
ment of the national debt, as from the amount of balances of 
public money remaining in their hands, with the view to the 
adoption of such an arrangement, when the engagements now 
subsisting shall have expired, as may be consistent with what is 
due to the interest of the public, and the rights, credit, and stability 
of the Bank of England." 

Mr Mellish, the governor of the Bank, has also proposed reso- 
lutions tobe submitted to Parliament next session. Theseresolitions§ 
admit all the facts stated by Mr Grenfell’s; they mention also one 
or two trifling services which the Bank perform for the public, one 
without charge,|| and another at a less charge than is incurred by 


* This is calculated on the debt as it stood in February 1815: more than 75 
millions have been added since. See Appendix. 

t See page 412. 

1 See Appendix. 8 See Appendix. 

|| The one without charge is the calculating the deduction from each dividend 
warrant for property tax. 

The other is receiving contributions from those who pay their property tax into the 
Bank, for which the Bank receives 1,250/. per million, or one-eighth per cent. 
. Ifthe collector had gone from house to house to receive this money, he would have 

DD 


418 PROPOSALS FOR AN ECONOMICAL 


employing the ordinary collector of taxes. But the 8th. and 9th 
resolutions advance an extraordinary pretension,—they appear to 
question whether on the expiration of the loan of 3,000,000/. in 1816, 
Government will be at liberty before 1833, the time when the 
charter will expire, to demand any compensation whatever from the 
Bank for the advantages they derive from the public deposits, or to 
make any new arrangement respecting the charge for management 
of the national debt. These resolutions are as follows: 

8th. * That by the 39 and 40 Geo. 3. c. 28. s. 13, it is enacted, 
* That during the continuance of the charter, the Dank shall enjoy 
all privileges, profits, emoluments, benefits, and advantages what- 
soever, which they now possess and enjoy by virtue of any employ- 
ment by or on behalf of the public. 

“ That previously to such renewal of their charter, the Bank was 
employed as the public banker, in keeping the cash of all the 
principal departments in the receipt of the public revenue, and in 
issuing and conducting the public expenditure, &c. 

9th. * That whenever the engagements now subsisting between 
the public and the Bank shall expire, it may be proper to consider 
the advantages derived by the Bank from its transactions with the 
public, with a view to the adoption of such arrangements as may be 
consistent with those principles of equity and good faith, which 
ought to prevail in transactions between the public .and the 


Bank of England. "* 


had an allowance of five pence per pound, which would have cost the public 58,0071. 
instead of 3,4804. paid to the Bank. 

Perhaps no part of the business of the Bank is more easily transacted than this 
which they have pointed out. Instead of being under-paid, it appears to me to be 
paid most liberally. 

The saving to the public is really effected by the money being brought to one focus, 
instead of being collected from various quarters. The Bank appear to consider the 
rule, by which they are to measure the moderation of their charges, to be the saving 
which they effect to their employer, rather than the just compensation for their own 
trouble and expense. What would they think of an engineer, if in his charge for 
the construction of a steam-engine he should be guided by the value of the labour 
which the engine was calculated to save, and not by the value of the labour and 
materials necessary to its construction. 

* Since the first edition of this work was published, ‘the first Lord of the Treasury, 
and the Chancellor of the Exchequer, have proposed to the Bank that they shall con- 
tinue the advance of 3 millions, which would have been due in April next, for two 
years without interest :—and further, that the Bank shall advance the sum of 6 millions 
at 4 per cent. for two years certain, and shall continue the same for three years 
longer from such period, subject to repayment upon six months' notice, to be given at 
any time betwcen the 10th October in any year and the 5th of April following, either 
by the Lords of the Treasury to the Bank, or by the Bank to their Lordships. "This 
proposal was agreed to by a General Court of Proprietors of Bank Stock, held, on the 
8th of February, for the purpose of considering the saine. 

At this general court, on asking for some explanation respecting the deposit of the 
public money at the end of the two years, I noticed with approbation the departure of 
the Bank from the claim which they had set up in the above resolutions, in which 
they appeared to me to assert the right of the Bank to the custody of the public money 
without paying any remuneration whatever; to which the governor of the Bank, Mr 
Mellish, replied, that I had totally misconceived the meaning of those resolutions, and 
he was sure if I read them again with attention, I should be convinced that no such 
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That the Bank should now for the first time intimate that their 
charter precludes the public from making any demand on the 
Bank for a participation in the advantages arising from the public 
deposits, after all that has passed since 1800 on that subject, does 
indeed appear surprising. 

The charter of the Dank was renewed in 1800 for twenty-one 
years, from its expiration in 1812; consequently it will not now 
terminate till 1833. But since 1800, so far from the Bank asserting 
any such claim of right to the whole advantages of the public 
deposits, they in 1806 lent Government 3,000,000/. till 1814, at 
3 per cent. interest, and in 1808 they lent 3,000,000/. more till the 
termination of the war, without interest, and in the last session of 
Parliament the loan of 3,000,000/. was continued without interest 
till April 1816. These loans were expressly granted, in considera- 
tion of the increase in the amount of the public deposits. 

The committee on public expenditure, in their report (1807), to 
which I have already referred, speaking of the loan of 3,000,000/. to 
the public in 1806, at 3 per cent. interest, observe, * But the 
transaction is most material in another view, as it evinces that the 
agreement made in 1800 was not considered either by those who 
acted on the part of the public, or by the Bank Directors themselves, 
as a bar against further participation, whenever the increase of their 
profits derived from the public, and the circumstances of public 
affairs, might, upon similar principles, make such a claim reasonable 
and expedient.” And what is Mr Perceval’s language at the same 
period, when, in consequence of this report, he applied for and 
obtained a loan of 3,000,000/. till the end of the war? In his letter 
to the governor and deputy governor of the Bank, dated the 11th 
of January 1808, he says, “I think it necessary to observe, that 
the proposal to confine the duration of the advance, by way of 
loan, or of the annual payment into the Exchequer, to the period 
of the present war, and twelve months after the termination of it, 
is by no means to be understood as an admission on my part that, 
at the expiration of such period, the public will no longer be 
entitled to look to any advantage from the continuance of such 
deposits; but simply as a provision by which the Government and 
the Bank may be respectively enabled, under the change in the 
state of affairs which will then have taken place, pon affecting 
the amount of public balances in the hands of the latter, to consider 
of a new arrangement.” On the 19th of January, Mr Perceval's 
proposals were submitted to the Court of Directors in a more 


construction could be put on them. I am glad the Bank disclaim having had the 
intention of depriving the public of the advantage which they have édioyod since the 
report of the Committee on Public Expenditure; though I regret, that they have 
expressed themselves so obscurely, as to have given me and many others a different 
impression. The resolutions still appear to me to assert that the privilege of being 
public banker was for a valuable consideration secured to the Bank during the con- 
tinuance of their charter, and that at the expiration of that engagement, and not 
before, it might be proper to consider of a new arrangement. 
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official form,—they conclude thus: * And it is understood that 
during the continuance of this advance by the Bank, no alteration is 
to be proposed in the general course of business between the Bank 
and the Exchequer, nor any regulation introduced by which the 
accounts, now by law directed to be kept at the Bank, shall be 
withdrawn from thence." These proposals were recommended for 
acceptance by the Court of Directors to the Court of Proprietors, 
and were, without comment, agreed to on the 21st of January. 

Mr Vansittart, in his application to the Bank in November 1814, 
relative to continuing the loan of 3,000,000/., which would have 
become due on the 17th of December following, till April 1816, 
uses these words: * But I beg to be distinctly understood as not 
departing from the reservation made by the late Mr Perceval, in 
his letter to the governor and deputy governor of the Bank, of the 
llth January 1808, by which he guanied against the possibility of 
any misconstruction which could preclude the public, after the 
expiration of the period of the loan then agreed upon, from asserting 
its title to future advantage from the continuance or increase of 
such deposits,—and as adhering generally to the principles main- 
tained by Mr Perceval, in the discussion which then took lace.” 

No comment whatever appears to have been made by the Bank 
on these observations: a General Court of Proprietors was called, 
and the loan of 3 millions was continued till April 1816. 

It surely will not come with a very good grace now from the 
Bank, to insist that the agreement of 1800 precludes the public 
from demanding any compensation for the advantages which the 
Bank have derived from the increase of the public deposits since 
that period, when, on so many occasions, the right of participation 
has been so expressly claimed on the part of Government, and 
acceded to by the Court of Directors. 

In addition to these strong facta, by a reference to the basis on 
which the agreement for the renewal of the charter was founded, 
as detailed by Mr Thornton in his evidence before the committee 
of public expenditure in 1807,* it will still further appear that the 
Bank have no claim whatever to shelter themselves under their 
charter, in refusing to let the public participate in the profits which 
have accrued from the augmentation of the public deposits. 

It must be recollected that Mr Thornton was, in 1800, the 
governor of the Bank,—that he was the negotiator, on the part of 
the Bank, with Mr Pitt, for the renewal of the charter,—and that, 
in fact, the idea of renewing the charter so long before its expiration 
originated with him. Mr Thornton told the committee, that the 
only sums of public money on which the Bank derived profit, and 
which were referred to by him and Mr Pitt, with a view to settle 
the compensation which the pue should receive for prolonging 
the exclusive privileges of the Bank, were those lodged at the 
Bank for the payment of the growing dividends, and for the 


* Report, page 104. 
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quarterly issues to the commissioners for the redemption of the 
national debt. 
The first of these sums Mr Thornton estimates to be on an 


average i ; ; ; ; £2,500,000* 
And it appears by an account lately produced that 
the second amounted to : ‘ , 615,842 
£3,115,842 


Mr Thornton expressly states, that all other public accounts 
were of trifling amount, and “the probable augmentation of the 
balances of public money from the various departments of Govern- 
ment was not taken into the account,”—“ that such augmentation 
was neither adverted to nor provided for." 

If, then, it is acknowledged by the very negotiator on the part 
of the Bank that the probable augmentation of the public balances 
formed no part of the consideration in settling the pecuniary re- 
muneration which was given to the publie for continuing to the 
Bank their exclusive privileges, how can it now, with any justice, 
be contended by the Bank, that the profits derived from those 
augmented balances, which were “ neither adverted to nor provided 
for," belong of right exclusively to the Bank, and that the public 
have no claim either to participate in them, or to withdraw the 
denis to any use to which they may think proper to apply 
them. 

It is to be observed that Mr Thornton, in his evidence before 
alluded to, represented all the other public accounts, excepting the 
two before mentioned, as of trifling amount; but, by accounts 
which were last session presented io Parament, it appears that in 
1800, the year to which Mr Thornton's evidence refers, when the 
charter was renewed, the public balances of all descriptions deposited 
with the Bank amounted to 6,200,000/., exceeding the aggregate 
amount stated by Mr Thornton by 3 millions, which he would, if 
he had been aware of this fact, hardly have called “a trifling 
amount." 

If, then, the fact of this large additional depoeit did not come 
under the consideration of Mr Thornton and Mr Pitt, at the time 
of renewing the charter, —if no part of the remuneration which the 
public then received was founded on this fact, the large amount of 
public deposits in 1800, so far from entitling the Bank to retain the 
whole profits arising from the still larger ded at the present 
period, binds them in justice to be particularly liberal in any new 
engagement they may now make with the public, as affording a 
remuneration for a profit so long enjoyed, which, it is to be pre- 
sumed, they would not have been allowed to enjoy, if the facts had 


* By an account laid before Parliament last session it appears, that the amount of 
exchequer bills and bank notes deposited with the Exchequer as cash, amounted, on 
an average of the year ending March 1800, to 3,690,000/. 
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been clearly known and considered at the time of settling the 
terms on which the charter was renewed. 

But, whether known or not known, must have been of little 
consequence in Mr Thornton’s estimation, whose opinion, that the 
profits of the Bank were not increased by the augmentation of the 
public balances, otherwise than as they contributed to increase the 
amount of bank notes in circulation, is so emphatically given. 

Is it not lamentable to view a great and opulent body like the 
Bank of England exhibiting a wish to augment their hoards by 
undue gains wrested from the hands of an overburthened people ? 
Ought it not rather to have been expected that gratitude for their 
charter, and the unlooked-for advantages with which it has been 
attended,—for the bonuses and increased dividends which they 
have already shared, and for the great undivided treasure which 1t 
has further enabled them to accumulate, would have induced the 
Bank voluntarily to relinquish to the State the whole benefit which | 
is derived from the employment of 11 millions of the public money, 
instead of manifesting a wish to deprive them of the small portion 
of it which they have for a few years enjoyed? 

When the rate of charge for the management of the national 
debt was under discussion, in 1807, Mr Thornton said “that, in a 
matter between the public and the Bank, he was sure nothing but 
a fair compensation bor trouble, risk, and actual losses, and the great 
responsibility that attaches to the office, would be required.” 

How comes it that the language of the Directors of the present 
day is so much changed? Instead of expecting only a fair com- 
pensation for trouble, risk, and actual losses, they endeavour to 
deprive the public even of the inadequate compensation which they 
have hitherto received, and appeal now, for the first time, to their 
charter for their right to hold the public money, and to enjoy all 
the profit which can be derived from its use, without allowing the 
least remuneration to the public. 

If the charter were as binding as the Bank contend for, a great 
public company, possessing so advantageous a monopoly, and so 
intimately connected with the State, might be expected to act on 
a more liberal policy towards its generous benefactors. 

Till the last session of Parliament, the Bank were also particularly 
favoured in the composition which they paid for stamp duties. In 
1791, they paid a composition of 12,000/. per annum, in lieu of all 
stamps either on bills or notes. In 1799, on an increase of the 
stamp-duty, this composition was advanced to 20,0004, and an 
addition of 4,000/., raising the whole to 24,000/., was made for the 
duty on notes under 5l, which the Bank had then begun to 
circulate. In 1804, an addition of not less than 50 per cent. was 
made to the stamp-duty imposed by the act of 1799 on notes under 
9L, and a considerable increase on the notes of a higher value; 
and, although the Bank circulation of notes under 5/. had increased 
from one and a half to four and a half millions, and the amount of 
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notes of a higher description had also increased, yet the whole 
composition of the Bank was only raised from 24,000/. to 32,0001. 
In 1808, there was a further increase of 33 per cent. to the stamp- 
duty, at which time the composition was raised from 32,000.. to 
42,0002. In both these instances the increase was not in proportion 
even to the increase of duty, and no allowance whatever was made 
for the increase in the amount of the Bank circulation. 

In the last session of Parliament, on a further increase of the 
stamp-duty, the principle was for the first time established, that the 
Bank should pay & composition, in some proportion to the amount 
of their circulation. It 1s now fixed as follows. Upon the average 
circulation of the three preceding years, the Bank is to pay at the 
rate of 3500/. per million, without reference to the classes or value 
of the notes of which the aggregate circulation may consist. 

The average of the Bank circulation for three years, ending 
5th April 1815, was 25,102,600/., and upon this average they will 
pay this year about 87,500/. 

Next year the average will be taken upon the three years ending 
in April 1816, and if it differs from the last, the duty will vary 
accordingly. 

If the same course had been followed now as in 1804 and 1808, 
the Bank would have had to pay, even with the additional duty, 
only 52,500/., so that 35,0004. per annum has been saved to the 
public, by Parliament having at last recognised the principle which 
should have been adopted in 1799, and by the neglect of which 
the public have probably been losers, and the Bank consequently 
gainers, of a sum little less than 500,000/. 


SECTION VII.. 


Bank Profits and Savings—Misapplication—Proposed Remedy. 


I nave hitherto been considering the profits of the Bank as they 
regard the public, and have endeavoured to show that they have 

eatly exceeded what a just consideration for their rights and 
interests could warrant.—I propose now to consider them in relation 
to the interests of the proprietors of Bank stock, for which purpose 
I shall endeavour to state a basis on which the profits of the Bank 
may be calculated, with a view to ascertain what the accumulated 
savings of the Bank now are. If we knew accurately the expenses 
of the Dank, and the amount of cash and bullion which they may 
at different times have had in their hands, we should have the 
means of making a calculation on this subject which would be a 
very near approximation to the truth. 

The profits of the Bank are derived from sources which are well 
known. They arise, as has been already stated, from the interest 
on public and private deposits,—the interest on the amount of their 
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notes in circulation, after deducting the amount of cash and bullion, 
—the interest on their capital and savings,—the allowance paid 
them for the management of the public debt,—the profits Eom 
their dealings in bullion, and from the destruction of their notes.— 
All these form the gross profits of the Bank, from which must be 
deducted only their expenses, the stamp-duty, and the property 
tax, in order to ascertain their net profits. 

Under the head of expenses must be included all the charges 
attending the management of the national debt, as well as those 
incurred by the proper business of the Bank. In estimating the 
former of these charges, I have already stated my grounds for 
believing that it could not exceed 150,000. Inthe management of 
the public business, it was stated by the committee on public expen- 
diture, that 450 clerks were employed in 1807, and it is probable 
that the number may now be increased to between 500 and 600. 

It has also, I understand, been stated from the best authority in 
Parliament, that the Bank employed in the whole of their establish- 
ment about 1000 clerks; consequently, if 500 are employed 
exclusively on the public business, 500 more must be engaged in 
the business of the Bank. Supposing now the expenses to bear 
some regular proportion to the number of clerks employed, as 
150,000. has bos calculated to be the expense attending the 
employment of 500 clerks in the public business, we may estimate 
a like expense to be incurred by the employment of the other 500, 
and therefore the whole expenses of the Bank to be at the present 
time about 300,000/., including all charges whatsoever.* 

But although this large sum is now expended, it must have been 
of gradual growth since 1797; when, probably, the whole expenses 
of the establishment were not more than one-half the present 
amount. In the first place, since 1797, the amount of bank notes 
in circulation has increased from about 12 millions to 28 millions, 
but the expenses of their circulation, instead of increasing in the 
same proportion only, have at least, increased as one to ten. 

The amount of notes of 5/. and upwards has been raised from 12 
to 18 mulions, and if the average value of notes, of all descriptions 
above 5/., be even so low as 15/., a circulation of 12 millions would 
consist of 800,000 notes, and a circulation of 18 millions of 
1,200,000 notes, an increase in the proportion, as one to one and 
one-half; but the 9 millions of notes under 5/., which are now in 


* It has been remarked, that a sufficient allowance is not made in my calculations 
for the losses of the Bank by bad debts in consequence of the bad bills which they 
occasionally discount. Their losses from this source, I am told, are often very large. 
On the other hand, I have been informed that the profits of the Bank from private 
deposits, for which I have taken no credit, must be considerable, as the East India 
Company and many other public boards keep their cash at the Bank. 

A deduction from the Bank profits should have been made for their loss by Aslett, 
and for the expenses attending their military corps. My argument will not be 
pie 7 their surplus capta] being only 12 or 11 instead of 13 millions.— Note to 
Secon tton. 
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circulation, have been wholly created since 1797, and if they 
consist of 5 millions of notes of 1/., and 2 millions of notes of 2/., a 
number of 7 millions of notes has been further added to the 
circulation, and the whole number of notes has been raised since 
1797, from 800,000 to 8,200,000, or as one to ten, and at an 
expense ten times greater than was incurred at that time, the 
expense being in proportion to the number, and not to the amount 
of notes. It is probable, too, that the notes of 1/. and 2/., which 
are so constantly used in the circulation, are more often renewed 
than notes of a higher value. 

The public debt, too, under the management of the Bank, is more 
than doubled since 1797, and must have added considerably to the 
Ed of that department. These expenses have been already 
calculated to have risen since 1796, from 84,500/. to 150,000/. or 
65,5002.* 

The public deposits, too, are at least double what they were in 
1797, from all which I have a right to infer, that the expenses of 
the Bank in 1797, could not have exceeded 150,000/., and that 
they have been gradually increasing since that period ; perhaps at 
the rate of 70002. or 8000/. per annum. 

The next subject for consideration, is the amount of cash and 
bullion in the Bank, which at no time has been laid before the 
public ;—that, and the amount of their discounts, were the only 
material facts which the Bank concealed from the public in the 
eventful year 1797. They stated in the account laid before 
Parliament, that their cash and bullion, and their bills and notes 
discounted, amounted together to 4,176,080/. on the 26th of 
February 1797. They gave also a scale of discounts from 1782 to 
1797, and a scale of the cash and bullion in the Bank for the same 
period. By comparing these tables with each other, and with some 
parts of the evidence delivered before the Parliamentary Com- 
mittees, an ingenious calculator discovered the whole secret which 
the Bank wished to conceal. According to his table the cash and 
bullion in the Bank, on the 26th of February 1797, was reduced as 
low as 1,227,000/., and 4 millions was about the sum which the 
Bank considered as fair cash; to which it never attained after 
December 1795, though previously to that year it was on some 
occasions more than double that amount. 

For the first year or two after the suspension of cash payments, 
the Bank must have made great efforts to replenish their coffers 
with cash and bullion, as they were then by no means sure that 
they should not be again required to pay their notes in specie. 
We find, Ronin by accounts returned to Parliament by the 
Mint, that the amount of gold coined in 1797 and 1798, was very 
little less in value than 5,000,000/.f 


* The Committee on public expenditure calculated these expenses at 119,500/. in 
1807, and stated the increase from 1796 to 1807 at about 35,000/. 
t The Committee of Secrecy reported to Parliament, that the cash and bullion in 
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Whatever might have been the amount of cash and bullion, 
which the Bank had acquired in the first two years after the sus- 
pension of cash payments, it is probable that their stock has been 
decreasing since that period, as they could have no motive for 
keeping a large amount of such unproductive capital, when they 
must have been quite secure that no call could be made on them 
by the holders of their notes for guineas, and that before they were 
again required to pay in specie, they would have ample notice to 
prepare a due store of the precious metals.—It does not appear 

ossible, then, under all the circumstances of the case, that the 
Bank can have added to their stock of bullion, since the great 
coinages of 1797 and 1798 ; but it is highly probable that they have 
considerably reduced it. 

In estimating the profits of the Dank, as far as those profits are 
influenced by their stock of cash and bullion, I shall be justified in 
considering them greater since 1797 and 1798, as since those years 
they would naturally keep a less part of their capital in that unpro- 
ductive shape, and, consequently, more in exchequer bills, or in 
merchants acceptances, securities which pay interest, and are 
productive of profit.—On an average of the whole eighteen years, 
from 1797 to 1815, the cash and Dullion of the Bank cannot be 
estimated as amounting to more than 3 millions, though, probably, 
for the first year or two, it amounted to 4 or 5 millions. 

These circumstances being premised, it will not be difficult to 
calculate the profits of the Bank, from 1797 to the present time, 
all the facts necessary to such calculation being known to us except- 
ing the two I have just stated, viz. the amount of expenses and of 
cash and bullion, but which cannot differ much from that at which 
I have calculated them. 

Proceeding, then, on this basis, it appears, as will be scen by the 
accounts in the Appendix, that the profits and surplus capital of 
the Bank for a series of years, after paying all dividends and 
bonuses, have been as follows :—[ For Table see next page.] 

If in the accounts referred to, it should be thought that I have 
estimated the expenses of the Bank too low, it may on the other 
hand be remarked that I have not allowed for any profit from the 
deposits of individuals. "Those deposits may not be very large, as 
the Bank do not afford the same accommodation to individuals as 
given by other bankers. Some profit must, however, be made from 
. this source, as well as from the loss and destruction of notes, which 
it may be presumed, after a time, are not included in the amount 
stated to be in circulation. By the purchase of silver, and coinage 


the Bank, in November 1797, had increased to an amount more than five times the 
value of that at which they stood on the 25th of February 1797. They stated, too, 
that the bankers and traders of London, who had a right, by the Act of Parliament, to 
demand three-fourths of any deposit in cash, which they had made in the Bank, of 
5007. and upwards, after the 25th of February 1797, had only claimed in Norember 1797, 
about one-sixteenth. 
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Dividend and bonus 
together. 


Year commencing Profits after 
in January. Surplus capital. | dividend and Lodo 


1797, £3,826,890 £89,872 
1798, 3,916,762 533,621 
1799, 4,450,383 . 
1800, 3,941,228 611,981 
1801, 4,553,209 116,038 
1802, 4,669,947 460,509 
1803, 5,129,756 765,859 
1804, 5,895,615 306,794 
1805, | 6,202,409 346,335 
1806, | 6,548,744 368,008 
1807, 6,916,752 581,274 
1808, 7,498,026 385,865 
1809, 7,883,891 470,760 
1810, 8,354,651 651,483 | 
1811, 9,006,134 722,188 
1812, 9,728,322 739,867 
1813, 10,468,189 809,786 
1814, 11,279,975 1,081,649 
1815, 19,359,624 1,066,625 
1816, 13,426,249 


J 


of tokens, the Bank must, on the whole, have been gainers; for 
the value of the token has been generally lower in the market, than 
it has passed for in circulation at the time of its issue. 

In point of fact, too, the Bank receives more than five per cent. in- 
terest for their money; for exchequer bills paying 34d. per day, pay 5/. 
6s. 54d. per cent. per annum ; and in discounting bills, the interest 
being immediately deducted, is employed as capital, and is instantly 
productive of profit; at the same time it must be observed tha! 
during a part of the time for which these calculations are made, 
exchequer bills bore an interest of only 31d. per day, which amounts 
to 4l. 18s. 01d. per cent. per annum, rather less than five per cent. 

In March 1801, when a bonus of 5 per cent. in navy 5 per 
cents., was divided amongst the proprietors of Bank stock, Mr 
Tierney said in the House of Commons, “that when the affairs of 
the Bank of England were investigated by the House of Commons 
in 1797, the surplus profits were considered by some as a security 
for the engagements of the Bank to the public.” To which Mr 
Samuel Thornton, then governor of the Bank, replied, that “ he 
could assure the honourable member, that the security of the 
public would not be lessened from what it was in 1797, by the 
division of the sum of 582,1207. voted at the general court, on the 
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* There was this year a loss of 509,155/. 
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19th instant, as exclusive of that sum, the surplus profits of the 
Bank were more now than they were in 1797." * 

On an inspection of the account in the Appendix, it will be seen, 
that, after paying all the dividends and bonuses to the proprietors, 
the Bank had accumulated in April 1801 savings to the amount of 
3,945,109/., exceeding the savings of 1797 by 118,219/., an increase 
not inconsistent with the declaration of Mr Thornton, and therefore 
tending to confirm the correctness of the basis on which these 
calculations are made.f 

It willappear on an examination of the accounts in the Appendix 
for the subsequent years, that the profits of the Bank for every 
year since 1801 have exceeded the annual dividend paid to the 

roprietors, and that in 1815, the surplus for that year only must 
have amounted to 1,066,625/ , so that the Bank could have paid a 
dividend for that year of 19 per cent. instead of 10 per cent. 

It will appear, too, that if the Bank affairs have been only mode- 
rately well managed, they must now have an accumulated fund of 
no less than 13 millions, which, in defiance of the clearest language 
of an act of Parliament, the Directors have hitherto withheld from 
the proprietors. 

With such an accumulated fund, the Bank could make a division 
of 100 per cent. bonus without infringing on their permanent 
capital; and if they could maintain their present profits, with a 
deduction only of 523,908/. per annum, the interest (less income 
tax) on the surplus capital proposed to be divided, they would still 
have an unappropriated income of 542,0007., which would enable 
them to increase their permanent dividend from 10 to 143 per cent. 
in addition to the bonus of 100 per cent. 

If they divided only a bonus of 75 per cent., they would retain a 
surplus capital exceeding that of 1797, and might, on the above 
supposition, have an unappropriated income of 673,000/., — they 
. might therefore raise their permanent dividend from 10 to 154 per 
cent. in addition to the bonus of 75 per cent. 

But it cannot be expected that the Bank will, during peace, have 


* Allardyce's Address to the proprietors of the Bank of England, Appendix, No. 11. 

t The accounts in the Appendix are made up from January to January. The bonus 
in question was paid in Apri 1801. The net profits of the Bank for the whole year 
1801 were 1,526,019/., consequently for the quarter ending in April they may bc stated 
at ] . ] : : . : ; . £381,504 
Which, added to the surplus capital of January 1801, . i ; 4,553,209 
Gives the total of the surplus capital in April 1801, before paying the divi- ^ 


dend and bonus, £4,934,713 


Deduct— 
Dividend 33 per cent. for half a year, . : : £407,484 
Bonus 5 per cent., . , i ; 582,120 
989,604 
Leaving a surplus capital in April 1801 of " . . £3,945,109 
And exceeding that in 1797 of ‘ . ° : 3,826,890 


By . . A ; £118,219 
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the same opportunities of making profit as during war, and the 
proprietors must prepare themselves for a considerable reduction in 
their annual income. What that reduction may be will depend on 
the new agreement now to be entered into with Government, on 
the future amount of public deposits, and on the conditions on 
which the restoration of metallic payments may be enforced. It is 
evident that if the plan which I have recommended in the fourth 
section of this work be adopted, the Bank profits from this last item 
will not be materially reduced. 

Supposing, however, that the reduction of the annual income of 
the Bank ahoata, from the falling off of their profits in all these 
departments, be as much as 500,000/., the profits of the Bank 
would nevertheless be equal to the payment of the present per- 
manent dividend of 10 per cent., even after a division of 100 per 
cent. bonus to the proprietors of Bank stock ; for, if my calculations 
be correct, the profits of the Bank, after the payment of the annual 
dividend of 10 per cent. to the proprietors, were, for the year ending 


January 1, 1816, . i ; . £1,066,625 
Deduct then the interest now made on 11,642,400}. proposed to be divided, 
less property tax, ; ! ; : ; £523,908 
Loss by a peace arrangement, : : i ; 500,000 

1,023,908 

Leaving a surplus of, per annum, : : : . , £42,717 


If, instead of 100 per cent., 50 per cent. bonus only were paid 
to the proprietors, the annual surplus profit of the Dank, after 
paying 10 per cent. dividend, would be 304,671/., a sum equal to a 
permanent increase of dividend of 24 per cent. 

And if no bonus whatever were paid, but the savings were con- 
sidered as part of the Bank capital, the annual surplus profit of the 
Bank, after paying 10 per cent. dividend, would be 566,625/., very 
nearly equal to a permanent increase of dividend of 5 per cent. 

These estimates are made on a supposition, too, that the property 
tax should permanently continue, which is calculated to be an annual 
charge of more than 200,000/., to the Bank, and consequently more 
than equal to a dividend of 12 per cent. 

But the Directors are bound, in my opinion, under every case, to 
divide the surplus profits amongst the proprietors, the law impera- 
tively enjoining such a division, and policy being no wise opposed 
to it. 

Well was it urged by the Hon. Mr Bouverie, who moved in the 
last Bank court that an account of the surplus capital of the Bank 
be laid before the proprietors, that this law respecting the division 
of profits was probably enacted by the legislature, on a considera- 
tion of the powers of accumulation at compound interest, and the 
dangers which might arise to the constitution or the country, from 
any corporation becoming possessed of millions of treasure. If the 
profits of the Bank were to continue at the present rate, and no 
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addition were to be made to the dividend now paid of 10 per cent., 
the accumulation ofthe surplus profits in forty years would give to 
the Bank a disposable fund of more than 120 millions. Wisely, 
then, did the legislature enact, that “ All the profits, bencfits, and 
advantage from time to time arising out of the management of the 
said corporation, shall (the charges of managing the business of the 
said governor and company only excepted) be applied from time to 
time to the uses of all the members of the said corporation for the 
time being, rateably and in proportion to each member’s part, share, 
and interest, in the common capital, and principal stock, of the said 
governor and company of the Bank of England.” 

Those who vindicated the Directors at the last general court for 
their departure from the line of conduct prescribed by the law, 
recommended the increase of the capital of the Bank,—and they 
thought that the accumulatcd savings might be advantageously 
employed for such purpose. 

t is said that the Dank Directors are favourable to such a plan. 

If the measure should be a good one, the sum of capital to be 
added should be at once defined,—the proprietors should have 
accounts laid before them of the amount of their accumulated fund, 
and should be consulted on the expediency of such a disposition of 
it, —and lastly, the sanction of Parliament should be obtained. 

The Bank, however, have waited for none of these conditions, — 
they have been, in fact, for years adding the annual surplus profits 
to their capital, without defining the amount added, or to be added; 
they do it without laying any accounts before the proprietors— 
without consulting them; and not only without the sanction of 
Parliament, but in defiance of an express law on the subject. ; 

But if the Dank complied with all these conditions, would the 
measure itself be expedient, and are the reasons given in support of 
it, namely the enlarged business of the Dank, and that it would 
tend to the security both of the Dank and the public, of sufficient 
weight to justify its adoption ? : 

The business and income of the Bank depend, as before stated, 
on the amount of the aggregate fund which they have to employ, 
and this fund is derived from the three following sources: The 
amount of bank notes in circulation, deducting only the cash and 
bullion: The amount of public and private deposits: And the 
amount of that part of the capital of the Bank which is not lent to 
Government. But it is only the two former of these funds which 
contribute to the real profit of the Bank; for the interest received 
for surplus capital, being only 5 per cent., might be made with as 
much facility by each individual proprietor, on his share of such 
capital, if under his own management, as by combining the whole 
into one fund. If the proprietors were to add from their own indi- 
vidual property 10 millions to the capital of the Bank, the income 
of the Bank would indeed be increased 500,000/. or 5 per cent. on 
10 millions; but the proprietors would not be gainers by such an 
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arrangement. If, however, 10 millions were added to the amount 
of notes, and could be permanently maintained in circulation,—or 
if the public and private deposits were to be increased 10 millions, 
the income of the Bank would not only be increased 500,000/. but 
their real profits also, and this advantage would arise wholly from 
their acting as a joint company, and could not be otherwise 
obtained. l 

There is this material difference between a bank and all other 
trades: A bank would never be established, if it obtained no 
other profits but those from the employment of its own capital; its 
real advantage commences only when it employs the capital of 
others. Other trades, on the contrary, often make enormous profits 
by the employment of their own capital only. 

But if this argument be correct, with respect to an additional 
capital to be actually raised from amongst the proprietors, it is 
equally so to one withheld from them. 

To increase the profits of the Bank proprietors, then, an increase 
of eapital would be neither necessary nor desirable. 

Neither would such an addition contribute towards the security 
of the Bank; for the Bank can never be called upon for more than 
the payment of their notes, and the public and private deposits ; 
these constituting, at all times, the whole of their debts. After 
paying away their cash and bullion, their remaining securities, con- 
sisting of merchants’ acceptances and Exchequer bille, must be at 
least equal to the value of their debts; and in no case can these 
securities be deficient, even without any surplus capital, excepting 
the Bank should lose all that which constitutes their growing 
dividend ; and even then they could not be distressed, unless we 
suppose that at the same time payment were demanded for every 
note in circulation, and for the whole of their deposits, both public 
and private. 

Is it against such a contingency that the proprietors are called 
upon to provide; when even under these, almost impossible circum- 
stances, the Bank would have an untouched fund of 11,686,000. 
which Government owe them? 

Would the security of the public be increased? In one respect 
it would. If the Bank have no other capital but that which they 
lend to Government, they must lose all that capital by their trade, 
or more than 114 millions, before the public can be sufferers ; but 
if the capital of the Bank were doubled, the Bank might lose 23 
millions, before any creditor of theirs could suffer loss. Aro the 
friends to an increase of the capital of the Bank prepared to say, 
that it is against the consequences of the, loss of the whole Bank 
capital that they are desirous of protecting the public? 

It remains to be considered, whether the ability of the Bank to 
pay their notes in specie would be increased by an increase of their 
capital. The ability of the Bank, to pay their notes in specie, must 
depend upon the proportion of specie which they may keep, to meet 
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the probable demand for payment of their notes ; and in this respect 
their power cannot be increased, for they may now, if they please, 
have a stock of specie, not only equal to all their notes in circula- 
tion, but to the whole of the public and private Yi ores and under 
no possible cireumstances can more be demanded of them. But the 
profits of the Bank essentially depend on the smallness of the stock 
of cash and bullion; and the whole dexterity of the business con- 
sists in maintaining the largest possible circulation, with the least 
ssible amount of their funds in the unprofitable shape of cash and 
ullion. The amount of notes in circulation depends in no degree 
on the amount of capital possessed by the issuers of notes, but on 
the amount required for the circulation of the country ; which is 
regulated, as chavs before attempted to show, by the value of the 
standard, the amount of payments, and the economy practised in 
effecting them. 

The only effect, then, of the increase of the capital of the Bank 
would be to enable them to lend to Government or to merchants 
those funds, which would otherwise have been lent by individuals 
of the community. The Bank would have more business to do— 
they would accumulate more merchants’ acceptances and exchequer 
bills: they would even increase the income of the Bank; but the 
profits of the proprietors would be neither more nor lesa, if the 
market rate of interest for money were at 5 per cent., and the 
business of the Bank were carried on with the same economy. The 
proprietors would be positive losers, if they could individually have 
employed their shares of this capital in trade, or otherwise, at a 
greater profit. 

But not only do the Bank refuse, in direct contradiction tq an 
act of Parliament, to make a division of their accumulated profits, 
but they are equally determined not to communicate to the pro- 
prietors what those profits are, notwithstanding their bye-law 
enjoins, * that twice in every year a general court shall be called, 
and held for considering the general state and condition of this cor-* 
poration, and for the making of dividends, out of all and singular 
the produce and profit of the capital stock and fund of this cor- 
poration and the trade thereof, amongst the several owners 
and proprietors therein, according to their several shares and 
proportions.” 

If the law had been silent on the subject, the Bank Directors 
would, I think, be bound to show some specific evil which would 
result from publicity, before they refused to show a statement of 
their affairs to the proprietors. 

It is in fact the only security which the proprietors have, against 
the abuse of the trust reposed in the Directors. 

The affairs of the Bank may not always be managed by such 
men as are now in the direction, against whom not a shadow of 
suspicion any where exists. 

ithout accounts; without a division of profits; and without 
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any other proof of the accumulated fund of the Bank, but the 
notoriety of the increase of the sources from which the Bank profits 
are made—and that for a period of more than ten years; what 
security have the proprietors against a corrupt administration of 
their affairs. It is not consistent with the delicacy of the situation 
of those who are entrusted with the management of millions to 
demand such unbounded confidence—so much reliance on their 
own personal character, without stating some grounds for such a 
demand. Yet the only answer which the Directors made to a 
motion for a statement of profits, in the last general court, was, that 
they should consider the passing of such a resolution as betraying a 
want of confidence,in them, and as a censure on their proceedings. 

On all sides, such an intention was disclaimed ; yet, strange to 
say, no other reply could be obtained from the Directors. 

The publication of accounts, besides being necessary as a check 
against the corrupt administration of the Directors, is also necessary 
to give assurance to the proprietors, that their affairs are ably 
administered. Since 1797, no statement has been made of the 
condition of the Bank; and, even in that year, it was made to 
Parliament, on a particular exigence, and not to the proprietors of 
bank stock. How, then, can the proprietors know whether, in the 
favourable circumstances in which the Bank have been placed, the 
Directors have availed themselves of all the opportunities which 
have offered, of employing the funds entrusted to their charge to 
the best advantage ? Would it not be desirable, that from time to 
time the proprietors should be able to ascertain whether their just 
expectations had been realised, and whether their affairs had been 
ably as well as honourably administered? If the practice of laying 
all accounts before tbe proprietors had been always followed, 
perhaps the Directors of 1793, 1794, and 1795, might have been 
admonished for so badly managing the affairs of the Bank, as to 
keep permanently in their ooffers a sum of cash and bullion, gene- 
rally more than three-fourths, and seldom less than one-half the 
whole amount of their notes in circulation. They might possibly 
have been told, that such a waste of the resources of the Bank 
showed a very limited knowledge of the principles by which a paper 
currency should be regulated.* 

These irregularities in the proceedings of the Dank excited the 
attention of an independent proprietor, Mr Allardyce, in 1797 and 
1801. In his excellent publication on Bank affairs, he has pointed 
out with great force and ability the illegal conduct of the Bank. 
His opinion was confirmed by Mr, now Sir James Mansfield, who 
was consulted by him, as to the course necessary to be pursued, to 
compel the Directors to lay an account before the proprietors of the 


* For the account of cash and bullion in the Bank in the above years I trust to 
the calculations to which I have already alluded, page 425. I can see no reason to 
doubt their general accuracy. 
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state of the Company. Sir James Mansfield's opinion was given 
as follows :— | 

* [ am of opinion, that Bad proprietor, at a general half yearly 
court, has a right to require from the Directors, and it is the duty 
of the latter to produce all such accounts, books and papers, as are 
necessary to enable the proprietors to judge of the state and con- 
dition of the corporation and its funds, and to determine what 
dividend ought to be paid. The proper method to be pursued by 
those who consult me 1n order to obtain such a production is, that 
a number of respectable ioe arg should immediately give notice 
to the Governor and other Directors, that they shall require at the 
next general court a production of all the necessary books, accounts 
and papers; and at the general court, when it shall be held, to 
attend and require such a production. If it shall not be obtained, 
I then advise them immediately, or within a few days after the 
holding of the general court, to make an application to the Governor 
to call a general court, which application must be made by nine 
members at least, having each 500/. stock. Ifthe Governor shall 
refuse to call such general court, then the nine members who shall 
have applied to him to have a court called, may themselves call one 
in the manner prescribed by the charter ; and whether the Governor 
calls such court, or it is called by the nine members, I advise them, 
as soon as it is called, to apply to the Court of King’s Bench for a 
mandamus to the Governor and Directors, to produce at such court 
all the necessary books, accounts and papers. 


« J. MANSFIELD.” 
“Temple, March 9, 1801." 


In consequence of this opinion, Mr Allardyce delivered a demand 
in writing at the next general court, held the 19th March 1801, 
that the accounts should be produced, and no doubt intended to 
follow up this proceeding in the way recommended by Sir James 
Mansfield, —but he soon after died ; and since that time no pro- 
prietor has made any demand for accounts, till at the last general 
court in December. It is remarkable that, very unexpectedly to 
the proprietors, a bonus of 5 per cent., in navy 5 per cents., was 
voted in the general court of the 19th March 1801, the day on 
which Mr Allardyce's demand was made and refused. The first 
motion for accounts made by Mr Allardyce was in the general 
court, held 14th December 1797; and in March 1799, there was a 
bonus of 10 per cent. in 5 per cents. 1797. Mr Allardyce did not, 
I believe, make any motion in the Bank court between December 
1797 and March 1801. 

Since 1797, then, the proprietors have remained in utter ignor- 
ance of the affairs of the Bank. During eighteen years the 
Directors have been silently enjoying their lucrative trade, and 
may now possibly think that the same course 18 best Ape 
to the interests of the Dank, particularly as negociations are about 
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to take place with Government, when it might be as well that 
the amount of their accumulated fund should not be known. But 
the public attention has been lately called to the affairs of the 
Bank; and the subject of their profits is generally canvassed and 
understood. Publicity would now probably be more beneficial 
than hurtful to the Bank; for exaggerated accounts of their profits 
have been published which may raise extravagant expectations, 
and which may be best corrected by official statements. Besides 
which, the Bank are secure of their charter forseventeen years to 
come; and the public cannot, during that time, deprive them of 
- the most profitable part of theirtrade. If, indeed, the charter were 
about to expire, the public might question the policy of permitting 
a company of merchants to enjoy all the advantages which attend 
the supplying of a great country with paper money ; and although 
they would naturally look with jealousy, after the experience fur- 
nished by other states, to allowing that power to be in the hands 
of Government, they might probably think that in a free country 
means might be found by which so considerable an advantage might 
be obtained for the State, independently of all control of ministers. 
Paper moncy may be considered as affording a seignorage equal to 
its whole exchangeable value,—but seignorage in all countries 
belongs to the State, and with the security of convertibility as 
proposed in the former part of this work, and the appointment of 
commissioners responsible to Parliament only, the State, by becoming 
the sole issuer of paper money, in town as well as in the country, 
might secure a net revenue to the public of no less than 2 millions 
sterling. Against this danger, however, the Bank is secure till 
1833, and therefore on every ground publicity is expedient. 


APPENDIX. 


No. I.* 


. Table showing the Amount annually paid by the Public, from 1797 to 1815, for 
Management of the British, Irish, German, and Portuguese Debt. 


Year commencing 


Sth Jan ^ 
197 É : : ‘ . i L.162431 5 8 
1798 ; A " : N : 212,592 1 5 
1799 ! : > i : i 218,190 17 0 
1800 i s Š , i " 238,294 S8 8 
1801 * : : š " i 236,772 15 8 
1802 : à è à à : 263,105 14 6 
1803 à T . " z ! 247,588 11 O 
1804 : i , : i A 267,786 19 7 
1805 " n " A á 4 271,911 11 9 
1806 " , " : š : 292,127 910 
1807 š š : i p : 297,757 16 1 
1808 5 F ‘ 2 : ; 210,549 2 7 
1809 a ‘ M ; é š 222,775 2 4 
1810 " : i : : . 217,825 13 5 
1811 á ; i : i " 228,349 16 O0 
1812 " , : ý i ; 223,705 12 5 
1818 à : à " : 238,827 17 7 
1814 ` " " ‘ : è 242,263 14 7 


No. II. 


Table showing the Amount annually received by the Bank from 1797 to 1815, for 
receiving Contributions on t 


Year commencing 

Michaelmas. 
1796 : : i , : . 190,506 8 4 
1797 : f : . . : 27,410 O 4 


* The particulars in the above table are taken from the annual finance book, printed by order ot 
the House of Commons. They include not only what is paid to the Bank, but to the Exchequer and 
South Sea Company. The annual charge of the South Sea Company is now about 14,5601. In 1797 
it was 14,6571, The Exchequer charge was as high as 67600, 6s. 8d., in 1807 it fell gradually to 24858, 
and has now, I believe, ceased. . 

The Bank have also been paid for management of life annuities since 1810, —and since 1812, about 
12001. or 13001. per annum for management of a loan of 2j millions, raised for the East India Com- 
pany, which are not included in this table. 

+ This table is taken from an account laid before Parliament, on the 19th of June 1815. 
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Year commencing 
5th January. 

1789 . . . . " g L.16115 6 8 
1800 ; " . $ " . 12,489 15 5 
1801 . " . . 39,080 17 11 
1802 e . . . 22,538 12 3 
1803 : x " . 9,669 10 0 
1804 è . ° . i ; , 

1805 . " " . 11,688 19 7 
1806 . š " " 18,130 16 3 
1807 " . . . . . 16115 16 8 
1808 : . . . e " 12,650 18 7 
1809 " . . . . 8400 0 O0 
1810 : . . . . 11,680 0 O 
1811 . . . 14,705 0 0 
1812 . e . . " 19,031 14 0 
1813 e . . . " 21,689 8 9 
1814 $ " . . e 42,200 0 0 


No. III. 


The total Amount of the Unredeemed Funded Debt of Great Britain and Ireland, 
including Loans to the Emperor of Germany and Prince Regent of Portugal, 
paee in Great Britain, was on the 1st of February 1815, according to accounts 

id before Parliament, : i : L.727,767,4434 2 53 

Do. for East India Company, . , : : 3,929,561 0 0 


L.731,696,982 2 5j 
Debt contracted from Feb. 1 to Aug. 1, 1815, L.87,448,402 16 0 
Redeemed from Feb. 1 to Aug. 1 1815, . 11,099,166 0 0 


76,349,236 16 0 


Total of unredeemed funded debt on Aug. 1, 1815, . L.808,046,218 18 52 
The charge for management on which is as follows :— 
L.15,233,484 13 11 South Sea Stock and annuities, for the management of which 


South Sea Co. is paid > i L.14,560 4 11 
11,686,000 0 0 dueto the Bank of England, . A 5898 3 5 
600,000,000 0 O0 at 3402. per million, . ' l 204,000 0 0 
181,126,734 4 62 at 300l. do. . j i i 54838 0 5 


L.808,046,218 18 5ł . 
2,795,340 0 0 life annuities, . : i . . 899 5 0 
39,735,898 6 8 for 1,589,435] 6s. 8d. anns. at 25 years’ purchase, 11,920 15 4 


L.850,577,457 5 1ł 


L.291,616 9 7 
Deduct the first sum paid to the South Sea Company, : 14,560 4 11 


Management paid to the Bank of England on the debt as it stood POESIE 
Aug. 1, 1815, ; : . . » . } L.277,056 4 8 


Average Amount of Bank of England Notes, including Bank Post Bills, in circulation 
in each of the following years. 


Notes of five 
and upwards, 
ing Bank poet bills. 
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10,095,620 
11,527,250 
12,408,522 
13,598,666 
13,454,367 
13,917,977 
12,983,477 
12,621,348 
12,697,352 
12,844,170 
13,221,988 
13,402,160 
14,133,615 
16,085,522 
16,286,950 
15,862,120 
16,057,000 
18,540,780 
18,157,956 


unds 
clud. 


Notes under five 
pounds 


1,096,100 
1,807,502 
1,653,805 
2,243,266 
2,715,182 
3,136,477 
3,864,045 
4,723,672 
4,544,580 
4,291,230 
4,183,013 
4,132,420 
4,868,275 
6,644,763 
7,260,575 
7,600,000 
8,030,000 
9,300,000 
9,161,454 
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Total. 


11,191,720 
13,334,752 
14,062,327 
15,841,932 
16,169,594 
17,054,454 
16,847,522 
17,345,020 
17,241,932 
17,135,400 
17,405,001 
17,584,580 
19,001,890 
22,730,285* 
23,547,525 
28,462,120 
24,087,000 
27,840,780 
27,319,410 


No. V. 


AN ESTIMATE OF THE PROFITS OF THE BANK OF ENGLAND FOR 
THE YEAR COMMENCING JANUARY 5 1797. 


Bank notes in circulation, ‘ , L.11,191,720 

Public deposits, s 5,000,000 

Surplus above permanent capital , 3,826,890 

20,018,610 

Deduct cash and bullion, R : 5,000,000 
Funds yieldinginterest, . L.15,018,610 at 5 per cent.  L.750,930 
Charge for management of national debt, , j ! : 143,800 
Do. do. loan, i i i ; , 20,506 
Do. do. lottery, : ‘ , 1,000 
Interest on 11,686,000/. lent to Government at 3 per cent. : i 350,604 


Carry forward, L. 1,266,840 


* Till 1811, the above = extracted from the report of the bullion committee; since that year from 


returns made to Parliamen 
+ This sum was Pare by the Bank to Parliament as their )erpius capital, February 26, 1797. 
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Deduct— 
Expenses, 
Stamps, : . 
Voluntary contribution, : ; 


Dividend 7 per cent. on 11,642,400/., 
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Brought over, 


L.150,000 


12,000 


200,000 


LS) 


Profit, 


L.1,266,840 


362,000 
904,840 
814,968 


L.89,872 
EE 


ESTIMATE FOR THE YEAR COMMENCING JANUARY 1798. 


Surplus before 1797 . ; : 
Do. of 1797, : . ; 


Bank notes in circulation, 
Public deposits, 


Deduct cash and bullion, 


Funds yielding interest, 

Charge for management of national debt, 
Do. do. loans, 
Do. do. lottery, 


L.3,826,890 
89,872 


L.3,916,762 
13,334,752 
5,700,000 


L.22,951,514 
4,000,000 


L.18,951,514 


Interest on 11,686,800/. capital at 3 per cent., 


Deduct— 
Expenses, 
Stamps, . 
Seven per cent. div idend, 


Profit, 


at 5 per cent., 


L.192,000 
27,410 
1,000 


L.158,000 
12,000 
814,968 


YEAR COMMENCING JANUARY 5, 1799. 


L.3,916,762 
533,621 


Former savings, 


Do. for 1798, i } ; 
Bank notes, ; : ; 
Public deposits, . : . 


Deduct cash and bullion, 


Funds yielding interest, 
Charge for management of national debt, 
D 


o. do. loans, 
Do. do. lotteries, 
Interest on 11,686,800/., x 


L.4,450,383 
14,062,300 
6,400,000 


L.24,912,683 
3,000,000 


L.21,912,683 5 per cent., 


L.196, 700 
16,115 
1000 


Carry forward, 


L.947,575 


220,410 
350,604 


L.1,518,589 


984,968 


L.533,621 


L.1,095,634 


213,815 
350,604 


L.1,660,053 
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Deduct— 
Expenses, : : 
Stamps,* 
Dividend 7 per cent., 
Bonus 10 per cent., 


Brought over, 


Loss, 


YEAR COMMENCING JANUARY 5, 1800. 


Former savings, . 
Loss of 1799, . : 


Bank notes, 
Deposits, 


Deduct cash and bullion, 
Loan to Government, 


Funds yielding interest, 
Management of national debt, . 
Do. loans, 
Do. lottery, . 


Interest on 11,686,800L, 


Deduct— 
Expenses, 
Stamps, 
Dividend 7 per cent., 


; : L.4,450,383 
: : 509,155 
L.3,941,228 
: 15,841,900 
" 7,100,000 
L.26,883,128 

L.3,000,000 

3,000,000t 
— — ——— 6,000,000 
L.20,883, 128 
Profit, 
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L.1,660,053 


L.166,000 
24,000 
814,968 
1,164,240 

poem 2,169,208 

L.509,155 

naa 

at 5 per cent, 1,044,156 
L.216,700 
12,489 
1,000 

230,189 

350,604 


L.174,000 
24,000 
814,968 


YEAR COMMENCING JANUARY 5, 1801. 


Former savings, 
Surplus, 1800, 


Bank notes, 
Deposits, 


Loan to Government, 
Cash and bullion, 


Funds yielding interest, 


42,0001.; and in 1815-16, to 87,500. 


t The Bank lent to Gov ernment this year 3 millions, without interest, 


L.3,941,228 
611,981 


L.4,553,209 
16,169,500 
7,800,000 


L.28,522,709 
L.3,000,000 
3,000,000 


6,000,000 


L.1,624,949 


1,013,968 


 L.611,981 


L.22,522,709 at 5 per cent., L.1,126,135 


Carry forward, 
* The composition for stamps was raised this year to 24,0001. ; in 1803-4, to 32,0007. ; in 1806-7, to 


continued the same loan for eight years at 3 per cent. interes. 


L.1,126,135 


for six years, and afterwards 
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Brought over, L.1,126,135 


Charge for management of national debt, i : L.215,200 
Do. do. loans, . à ; ; 39,080 
Do. do. lottery, : . i 1,000 
———— 255,980 
Interest on capital, : à . . $ . ; 350,604 
: L.1,732,019 
Deduct— 
Expenses, , ; ` ^ á ; L.182,000 
Stamps, e e e e e e. 24,000 
Sel Scie 206,000 
L.1,526,019 
Dividend 7 per cent., ; ‘ `: : ; L.814,968 
Bonus 5 per cent., " : : $ à 582,190 
—— —— _ 1,897,088 
L.128,931 
Property -tax,* , ` 12,893 
Profit, ; ] . L.116,038 
ED 
YEAR COMMENCING JANUARY 1802. 
Former savings, . : ; $ L.4,553,209 
Profits, 1801, , . . i 116,038 
L.4,669,247 
Bank notes, : i à ; 17,050,000 
Deposits, ; ; . . 8,600,000 
L.30,319,247 
Deduct— 
Loan to Government, L.3,000,000 
Cash and bullion, : 8,000 000 
——— 6,000,000 
Funds yielding interest, L.24,319,247 at 5 percent, 1,215,962 
Charge for management of national debt, ; s L.241,600 
Do. do loans, . 1 i : 22,538 
Do. do. lottery, : à . 1,000 
——— 265,138 
Interest on capital, ; A à , ; i : 350,604 
L.1,831,704 
Deduct— 
Expenses, è e ; L.190,000 
Stamps, i 1 , 24,000 
Dividend 7 per cent., ; e ‘ i 814,968 
Bonus 24 per cent., i ` : à 291,060 
— — —— — 1,320,028 
L.511,676 
Property tax, ; : : 51,167 
Profit, . f l . — L.460,509 
[rz nomeu eee, 


* The property.tax was paid by the proprietors till 1806, when the Bank agreed to pay, on their 
whole profits to Government, and not to make any deduction from the dividend warrant. 
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YEAR COMMENCING JANUARY 1808. 


Former savings . . ‘ ; L.4,669,247 
Profits, 1802, : . : 460,509 
L.5,129,756 
Bank notes, . " A 16,847,500 
Deposits, s i à : 9,800,000 
L.31,277,256 
Loan to Government, r L.3,000,000 
Cash and bullion, s 3,000,000 
—————— . 6,000,000 
L.25,277,256 L.1,263,862 
Management of the national debt, | i : L.226,000 
Do. loans, . : ; : 9,669 
Do. lottery, . . . ; 1,000 
—— 236,669 
Interest on capital, ; . ° . : : $ 350,604 
L.1,851,135 
Deduct— 
xpenses, . . . . . L.198,000 
Stamps, : . e . ; 32,000 
Dividend 7 per cent., ‘ ` . è . 814,968 
1,044,968 
L.806,167 
Property-tax on net profit, 5 per cent, . . . : ; 40,308 
Profit, : : . 1L.765,859 
ee eS 
YEAR COMMENCING JANUARY 1804. 
Former savings, ; ; . : L.5,129,756 
Profits, 1803, . . : , ; 765,859 
L.5,895,615 
Bank notes  . . è " : 17,345,020 
Deposits, : : ; : : 10,000,000 
L.33,240,635 
Deduct— 
Loan to Government, ; L.3,000,000 
Cash and bullion, . f 3,000,000 
——————— 6,000,000 
Funds yielding interest, L.27,240,635 5 per cent. 1j8692,030 
pargo for management of national debt, is ; L.246,700 
do. loans, s : : boot rada 
Do. do. lottery, . ; . . $8,000 
——— 249,700 
Interest of capital, ‘ . . 5 i ‘ : 350,604 


Carry forward, " L.1,962,334 
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Deduct— 
Expenses, 
Stamps, ‘ 


Dividend 7 per cent. - 


Bonus 5 per cent. 


Property tax 6} per cent., 


Brought over, 


Profit, 


YEAR COMMENCING 1805. 


Former savings, . L.5,895,615 
Profit, 1814, 306,794 
L.6,202,409 
Bank notes, 17,241,932 
Deposits, 10,700,000 
L.34,144,341 
Loan to Government, . . L.3,000,000 
Cash and bullion, 3,000,000 
—— 6,000,000 
L.28,144,341 
Charge for management of national debt, : ‘ 
Do. do. loan, . : : : 
Do. do. lotteries, : , à 


Interest on capital, 


Stamps, i 
Dividend 7 per cent., 
Bonus 5 per cent., 


Property tax 10 per cent. 


Former savings,  . 
Savings, 1805, ‘ 


Bank notes, ; 
Public deposits, . 


Carry forward, 


e * e . 


YEAR COMMENCING 1806. 


" ; . .6,202,409 
346,935 


L.6,548,744 
17,135,400 
11,000,000 


L.34,684,144 
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L.1,962,334 
L.206,000 
32,000 
814,968 
582,120 

1,635,088 

L.327,246 

: ; 20,452 

; . — L.306,794 

pm 

percent. L.1,407,217 
11,683 
4,000 

270,083 

: . 350,604 

L.2,027,904 
L.214,000 
32,000 
814,968 
582,190 

1,643,088 

L.384,816 

i ; 38,481 

L.346,335 

puc! 
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Brought over, L.34,684,144 
Loan to Government, ; L.3,000,000 at 3 per cent.”  L.90,000 
Cash and bullion, . í 3,000,000 
— 6,000,000 
L.28,684,144 at 5 per cent. 1,434,207 
Charge for management of national io . 1,275,000 
Do. do. loan, s : 18, 130 
Do. do. lotteries, s ; , 9:000 
— 295,130 
Interest on capital, ‘ à . : à ; : 350,604 
Deduct— L.2,169,941 
Expenses, ; à : : L.222,000 
Stamps, ! : 32,000 
Dividend of 7 per cent., ; . 814,968 
Bonus of 5 percent. . à s 582,120 
ree 1,651,083 
L.518,853 
Property tax, 10 per cent. on surplus, , L.51,885 
t Do. do. on bonus and October dividend, 98,960 
OMNE 150,845 
Profit, : ‘ L.368,008 
YEAR COMMENCING JANUARY 1807 
Former savings,  . à : .  1.6,548,744 
Profit, 1806, f . f : 368,008 
L.6,916,752 
Bank note,  . ; ; . 17,405,000 
Deposits, . ; : i . . 11,000,000 
L.35,321,759 
Loan to Government, ` L.3,000,000 at 3 per cent, 90,000 
Cash and bullion, : 3,000,000 
———— CEE 6,000,000 
L.29,321,752 1,466,087 
L.1,556,087 
bond of national debt, . , . . . L.280,500 
loans, « i . . " 16,115 
lotteries, š è : 5,000 
Gat A for receiving property tax, š : 3,154 
l —— 304,769 
Interest on capital, i ° r 3 ; é à 350,604 
Deduct— L.2,211,460 
Expenses, à . i ; : .  1.230,000 
Stamps, . ; . ° e . ; 42,000 
HS 272,000 
L.1,939,460 
Dividend 10 per cent., . ° « ; , L.1,164,240 
Property tax, . : è š . š 193,946 
—— —— 1,358,186 
Profit, A i f L.581,274 
Te 


9 See note, p. 441. 4 See note, p. 441. 
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YEAR COMMENCING 1808. 


Former savings . à . s L.6,916,752 
Profit, 1807, . s : , 581,274 
L.7,498,026 
Bank notes, i ; ; : 17,534,580 
Deposits, : à : 1 1,000,000 
L.36,032,606 
Loan to Government, . L.3,000,000 at 3 per cent. L.90,000 
Do. : à 3,000,000 
Cash and bullion, s 3,000,000 
————— 9,000,000 
L.27,032,606 1,351,630 
L.1,441,630 
Management of national debt,  . ‘ í ] L.193,300 
Do. loan, 1 : ; ; . 12,650 
Do. lotteries, : . ; à 2,000 
Commission for receiving property duty, ; ; 3,154 
PEN 211,104 
Interest on capital, ; : ; š ; " j 350,604 
L.2,003,338 
Expenses, ; . , e : , L.239,000 
Stamps, . í . à " s 42,000 
MARRE 281,000 
L.1,722,338 
Dividend, 10 percent.  . í .  L.1,164,240 
Property tax, do. ; , : 172,233 
muscis 1,336,473 
Profit, : .  L.385,865 
YEAR COMMENCING JANUARY 1809. 
Former savings, 1 . ; L.7,498,026 
Profit. 1808, . y . , 385,865 
L.7,883,891 
Bank notes,  . ; A ; 19,000,000 
Deposits, , à a , 11,000,000 
1..37,888,891 
Loan to Government, L.3,000,000 at 3 per cent., L.90,000 
Ditto, without interest, 3,000,000 
Cash and bullion, : . 8,000,000 
—— ————— . 9,000,000 
1.28,883,891 1,441,194 
Management of national debt, : ; , L.205,500 
Do. loan, ‘ , à 8,400 
Do. lotteries, . : : 3,000 
Commission for receiving property duty, ; ; 3,154 
—— 220,054 
Interest on capital, i . i ; : : . 350,604 


Carry forward, L.2.104,852 
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. Brought over, 
Expenses, : . ` ; : L.246,000 
Stamps, ; . ` à 42,000 
Dividend 10 percent, . . . L.1,164,240 
Property tax, . . 181,852 


YEAR COMMENCING JANUARY 1810. 


Former savings, i L.7,883,891 
Profit, 1 ; 470,760 
L.8,354,651 
Bank notes, 22,730,000 
Deposits, 11,000,000 
L.42,084,651 
Loan to Government, L.3,000,000 at 3 per cent., 
Ditto, without interest, 3,000,000 
Cash and bullion, 3,000,000 
— — —— 9,000,000 
L.33,084,651 
Management of national debt, . e š , L.200,800 
Do. loan, . ` , " 11,680 
Do. lotteries, ; s . ` 3,000 
Commission for receiving property " . 3,154 
Interest on capital, : . . ° . 
Deduct— 
Expenses, ] : ° . . . L.254,000 
Stamps, " . e ° e . 42,000 
Dividend, 10 per cent, . . š " L.1,164,240 
Property duty, : . " T 201,747 
Profit, 


YEAR COMMENCING JANUARY 1811. 


Former savings, L.8,354,651 
Profit, 1810, 651,483 
Carry forward, L.9,006,134 
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L.2,104,852 


288,000 


L.1,816,852 


1,346,092 


L.470,760 
—— 


L.90,000 


1,654,232 


L.1,744,232 


218,634 
350,604 


L.2,313,470 


296,000 


L.2,017,470 


1,365,987 


L.651,483 
Sa 
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Brought over, L.9,006,134 
Bank notes, : , í í 23,547,000 
Deposits, 11,000,000 
1.43,553,134 
Loan to Government, L.3,000,000 at 3 per cent., 
Ditto, without interest, 3,000,000 
Cash and bullion, 3,000,000 
9,000,000 
L.34,553,134 
Management of national debt, : L.211,300 
Do. loan, s : ; 14,705 
Do. lotteries, ; ‘ 4,000 
Do. life annuities, 206 
Commission for receiving property duty, 3,454 
Interest on capital, 
Expenses, ‘ ` . . š ; L.264,000 
Stamps, à , . " . . 42,000 
Dividend, 10 per cent., à . $ š L.1,164,240 
Property tax, , , à ‘ 209,603 
Profit, 
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YEAR COMMENCING JANUARY 1812. 


Former savings, 
Profit, 1811, 


Bank notes, . , . 

Deposits, . . 

Loan to Government, L.3,000,000 
Ditto, without interest, 3,000,000 
Cash and bullion, 3,000,000 


Management of national debt, 

Do. loans, : 

Do. life annuities, 
Commission for receiving property daty, 
Interest on capital, 


Expenses, . . " ° 
Stamps, ° ° . . 


L.9,006,134 
722,188 
L.9,728,322 
23,462,000 
11,000,000 
L.44,190,322 
at 3 per cent., 

9,000,000 
L.35,190,322 

; . L.208,000 

19,031 

369 

3,154 

° " L.273,000 

° . 42,000 


Carry forward, 


L.90,000 


1,727,765 


L.1,817,765 


233,662 
350,604 


L.2,402,031 


306,000 


L.2,096,031 


1,373,843 


L.722,188 
E EAT rur err 


L.90,000 


1,759,516 


230,554 
350,604 


L.2,430,674 


315,000 


L.2,115,674 
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Brought over, L.2,115,674 
Dividend, 10 per cent., ‘ A , ` L.1,164,240 
Property duty, . e : . $ ; 211,567 
—— 1,375,807 
Profit, ; ` à L.739,867 
[meno nie] 


YEAR COMMENCING JANUARY 1818. 


Former savings, ; : ; L.9,728,322 
1812, : : i , 739,867 
L.10,468,189 
Bank notes, . t . * 24,080,000 
Deposits, à i É , 11,000,000 
L.45,548,189 
Loan to Government, : L.3,000,000 at 3 percent, . L.90,000 
Ditto, without interest, s 3,000,000 
Cash and bullion, . i 3,000,000 
—— 9,000,000 
URGES 1,827,400 
L.36,548,189 NE 
L.1,917,400 
Management of national de s : L.223,100 
Do loan, ; ; s 21,639 
Do. do, E i : 2,000 
Do. life annuities, 7 , 462 
Commission for receiving property duty, e ° 3,154 
—— 250,355 
Interest of capital, ‘ : A e e š i 850,604 
L.2,518,359 
Expenses, ; , . " ° e L.283,000 
Stamps, : : 3 e A $ 42,000 
m 325,000 
L.2,193,359 
Dividend, 10 per cent., ý j L.1,164,240 
Commission for receiving property duty, ; ; 219,333 
< 1,383,573 
Profit, ; ; L.809,786 
2 


YEAR COMMENCING JANUARY 1814. 


Former savings, i L.10,468,189 
1813, . . : ; 809,786 

L.11,277,975 
Bank notes  . : ‘ : 27,840,000 
Deposits, i : , à 11,000,000 


Carry forward, L.50,117,975 
FF 
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Brought over, L.50,117,975 
Loan to Government without 
interest, i L.3,000,000 
Cash and bullion, 3,000,000 
— 6,000,000 
L.44,117,975 
Management of national debt, . i ; 7,000 
Do. loan, ; ; 5 42,200 
Do. life annuities, 576 
Commission for receiving property daty, 3,154 
Interest of capital, š : 
Expenses, ` " : . L.292,000 
Stamps, ‘ ‘ š ; 42,000 
Dividend, 10 per cent., : > i L.1,164,240 
Property tax, . . ‘ : à 249,543 
Profit, : ‘ s 


YEAR COMMENCING JANUARY 1815. 


Former savings, 
J814, 


Bank notes, s 
Deposits, 


Loan to Government, 
Cash and bullion, 


L.11,277,975 


. : 1,081,649 
L.12,359,624 
: i . 97,300,000 
. . 11,000,000 
1..50,659,624 
L.3,000,000 
3,000,000 


6,000,000 
L.44,659,624 
Management of national debt, : : L.250,000 
Do. loan, i x 28,800 
Do. life annuities, , 700 
Commission for receiving property tax, s 3,154 
Interest on capital, : š s š . 
Expenses, . . . á L.300,000 
Stamps, . ^ ° : : 87,500 
Dividend, 10 per cent, . ] à A L.1,164,240 
Property tax, í g . : à 247,873 
Profit, ] : 


L.2,205,898 


272,930 
350,604 


— MÀ p — 


L.2,829,432 


334,000 


p —-—— À 


L.2,495,432 


1,413,783 


L.1,081,649 
i —— ááÜ—ÁÁ 


L.2,232,980 


282,654 
350,604 


L.2,866,238 


387,500 


L.2,478,738 


1,412,113 


. L.1,066,625 


[e a Pa ea 
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JANUARY 1816. 


Former savings, ` å ‘ . . : ; L.12,359,624 
Savings, 1815, ; ; : : : : : 1,066,625 


L.13,426,249 
Ee 


No. VI. 


RESOLUTIONS PROPOSED CONCERNING THE BANK OF ENGLAND, BY MR GRENFELL. 


1. That it appears, that there was paid by the public to the Bank of England, for 
Managing the national debt, including the charge for contributions on loans and 
lotteries, in the year ending 5th of July 1792, the sum of 99,803/. 12s. 5d.; and that 
there was paid for the like service, in the year ending 5th April 1815, the sum of 
281,568/. 6s. 114d.; being an increase of 181,764/. 14s. 61d. In addition to which, 
the Bank of England have charged at the rate of 1,2504. per million on the amount of 
property duty received at the Bank on profits arising from professions, trades, and 
offices. 

2. That the total amount of bank notes and bank post bills, in circulation in the 
years 1795 and 1796 (the latter being the year previous to the restriction on cash 
payments), and in the year 1814, was as follows :— 

1795, Ist Feb. L.12,735,520; and lst Aug. L.11,214,000 
1796, lst Feb. 10,784,740; and 1st Aug. 9,856,110 
1814, Ist Feb. 25,154,950; and Ist Aug. 28,802,450 

3. That at present, and during many years past, more particularly since the vear 
1806, considerable sums of public money, forming together an average stationary 
balance amounting to many millions, have been deposited with, or otherwise placed 
in due custody of the Bank of England, acting in this respect as the bankers of the 
public. 

4. That it appears, from a report ordered to be printed 10th of August 1807, from 
“ the Committee on the Public Expenditure of the United Kingdom,” that the aggregate 
amount of balances and deposits of public money in the hands of the Bank of 
England, including bank notes deposited in the Exchequer, made up in four different 
periods of the quarter ending 5th January 1807, fluctuated betwixt the sums 
E . f of L.11,461,200 } including bank notes deposited in the chests of the 


t and 12,198,236 Exchequer, 

e or 

p nd S19 j excluding bank notes deposited at the Exchequer. 
bd , 


5. That the aggregate amount of such deposits, together with the exchequer bills 
and bank notes deposited in the chests of the four tellers of the Exchequer, was, on 
an average, in the year 1814, 

L.11,966,371; including bank notes deposited at the Exchequer, amounting to 
642,264 
or 
11,324,107 ; excluding bank notes deposited at the Exchequer. 

6. That it appears, that this aggregate amount of deposits, together with such 
portions of the amount of bank notes and bank post bills in circulation as may have 
been invested by the Bank in securities bearing interest, was productive, during the 
same | iur of interest and profit to the Bank of England. 

7. That the only participation hitherto enjoyed by the public, since tbe year 1806, 
in the profits thus made on such deposits by the Bank, has consisted in a loan of 
3 millions, advanced to the public by the Bank, by the 46 Geo. III. cap. 41, bearing 
3 per cent. interest; which loan was discharged in December 1814: And in another 
loan of 3 millions, advanced to the public by the Bank, by the 48 Geo. III. cap. 3, 
free of any charge of interest; which loan became payable in December 1814, but 
has, by an Act of the present session of Parliament, cap. 16, been continued to the 
5th of April 1816. 
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8. That this house will take into early consideration the advantages derived by the 
Bank, as well from the management of the national debt, as from the amount of 
balances of public money remaining in their hands, with the view to the adoption of 
such au arrangement, when the engagements now subsisting shall have expired, as 
may be consistent with what is due to the interests of the public, and to the rights, 
credit and stability, of the Bank of England. 


13th June 1815. 


No. VII. 


RESOLUTIONS PROPOSED CONCERNING THE BANK OF ENGLAND, BY MR MELLISH. 


1. That by the Act of 31 Geo. III. cap. 33, there was allowed to the Bank of 
England, for the management of the public debt, 450/. per million on the capital stock 
transferable at the Bank, amounting in the year ending 5th July 1792, to 98,803/. 
12s. 5d. on about 219,596,000/. then so transferable ; and that by the Act 48 Geo. II. 
cap. 4, the said allowance was reduced to the rate of 3407. per million on all sums not 
exceeding 600 millions, and to 300/. per million on all sums exceeding that amount, 
whereby the Bank was entitled, in the year ending 5th April 1815, to the sum of 
241,97 14. 4s. 21d. on about 726,570,700/. capital stock, and 798/. 3s. 7d. on 2,347,588}, 
3 per cents. transferred for life annuities, being an increase of 143,965/. 15s. 41d. for 
management, and an increase of about 509,322,000/. capital stock: Also the Bank 
was allowed 1000/. for taking in contributions, amounting to 812,5007. on a lottery in 
the year ending 5th July 1792; and 38,798/. 19s. 2d. for taking in contributions, 
amounting to 46,585,533 6s. 8d. on loans and lotteries in the year ending 5th April 
1815. 

2. That it appears, that the Bank, in pursuance of the Act 46 Geo. III. cap. 65, 
has, from the year 1806 to the present time, made the assessments of the duty on 
profits arising from property, on the proprietors of the whole of the funded debt, 
transferable at the Bank of England, and has deducted the said duty from each of 
the several dividend warrants, which in one year, ending 5th April 1815, amounted 
in number to 565,600 ; and that this part of the business has been done without any 

ense to, or charge on, the public. . 
at in pursuance of the above-mentioned Act, the duties so deducted have from 
time to time been placed to the “ account of the commissioners of the treasury, on 
account of the said duties,” together with other sums received from the public by 
virtue of the said Act: part of this money is applied to the payment of certificates of 
allowances, and the remainder is paid into the Exchequer. 

That by virtue of the said Act, the Lords Commissioners of the Treasury have 
made annual allowances, at the rate of 1,250/. per million, upon the amount so placed 
to the account of the Commissioners of the Treasury at the Bank of England, as a 
compensation for receiving, paying, and accounting for the same ; which allowances, 
however, have not in any one year exceeded the sum of 3,4807., and upon an average 
of eight years have amounted annually to 3,1544. only. 

The amount of duties received for the year ending 5th April 1814, was 2,784,343/., 
which, if it had been collected in the usual manner, at an allowance of 5d. per pound, 
would have cost the public 58,007.. ; and the cost for collecting 20,188,293¢, being the 
whole of the duty received from 1806 to 1814, on which allowances have been made, 
would at the same rate have amounted to 420,589/. 

That all monies received by the Bank on account of duties on property are paid into 
the Exchequer immediately after the receipt thereof: when this circumstance is 
contrasted with the ordinary progress of monies into the Exchequer, the advantage 
resulting to the public may be fairly estimated at 2 per cent., which, on the amount 
of duties for the year ending 5th April 1814, would be 55,6864, and, on the total 
amount from 1806 to 1814, would be 403,765/. 

3. That the total amount of bank notes and bank post bills in circulation in the 
years 1795 and 1796 (the latter being the TRE previous to the restriction on cash 
payments), and in the year 1814, was as follows :— 

1795, 1st Feb. L.12,735,520; and Ist Aug. L.11,214,000 
1796, lst Feb. 10,784,740; and Ist Aug. 9,856,110 
1814, 1st Feb. 25,154,950; and Ist Aug. — 28,802,450 
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4. That at present, and during many years past, both before and since the renewal 
of the charter of the Bank, considerable sums of the public money have been deposited 
with or otherwise placed in the custody of the Governor and Company of the Bank 
of England, who act in this respect as the banker of the public. The average 
ee of these deposits, both before and after the renewal of the charter, were as 

ollows :— 
Public balances on an average of one year ending the 15th January 1800, L.1,724,747 
Unclaimed dividends for the average of one year ending 1st January 1800, — 837,966 


.2,562,713 
aS 


Public balances on an average of eight years, from 1807 to 1815, .  L.4,375,405 
Unclaimed dividends, do. do. ; 634,614 


L.5,010,019 


5. That it appears from a report ordered to be printed 10th August 1807, from “the 
Committee on Public Expenditure of the United Kingdom," that the aggregate amount 
of balances and deposits of public money in the Bank of England, including bank notes 
deposited in the Exchequer, made up in four different periods of the quarter ending 
5th January 1807, fluctaated between the sums of 11,461,200/. and 12,198,236/. ; or, 
excluding bank notes deposited at the Exchequer, the amount fluctuated between 
8,178,536/. and 9,948,400/, the reason for which exclusion is not obvious, as by the 
Act of 48 Geo. III. cap. 3, the tellers of the Exchequer are authorised to take as 
securities on monies lodged, either exchequer bills or notes of the Governor and 
Company of the Bank of England. And it also appears, according to accounts laid 
before this house in the present session of Parliament, that the aggregate amount of 
such deposits, together with the exchequer bills and bank notes deposited in the chests 
of the four tellers of the Exchequer, was, on an average, iu the year 1814— 


L.11,966,371 ; including bank notes deposited at the Exchequer, amounting to 642,2642 
11,324,107 ; excluding bank notes deposited at the Exchequer. 


6. That it appears, according to accounts before this house, that the average of the 
aggregate amount of balances of public money in the hands of the Bank of England, 
from February 1807 to February 1815, was 5,010,019. ; and that the average of bills 
and bank notes deposited in the chests of the four tellers of the exchequer, from 
August 1807 to April 1815, was 5.968,793/., making together 10,978,812/., being 850.9067. 
less than the average of the said accounts for one year ending Sth January 1807, as 
stated in the report of the Committee on the Public Expenditure. 

7. That by the 39 and 40 Geo. IH. cap. 28, extending the charter of the Bank for 
twenty-one years, the Bank advanced to the public 3,000,000/ for six years without 
interest, and extended the loan of 1 1,686,800/. for twenty-one vears at an interest of 
3 per cent. per annum, as a consideration for the privilces, profits, emoluments, 
benefits, and advantages granted to the Bank by such extension of its charter. 


That the interest of 3,000,000.. for six years, at 5 per cent. per annum, is L.900,000 
That the difference between 3 per cent. and 5 per cent. on 11,686,800/. 
is 233,7362., which in twenty-one years amounts to ; ; 
That the above loan of 3,000,000/. was continued to the public from 1806, 
wben it became payable, until 1814, at an interest of 3 per cent., 
making an advantage in favour of the public of 2 per cent., or 
60,000. per annum, which in eight years and eight months 
amountsto . . . . . . . : 
That in 1808, the Bank advanced to the public 3,000,000/. without 
interest, which, by an Act of the present scssion, is to remain 
without interest until the 5th of April 1816; the interest on this 
advance, at 5 per cent., will, for eight years, amount to , 1,200,000 


4,908,456 


520,000 


8. That by the 39 and 40 Geo. IIT. cap. 28, sec. 13, it is enacted, that during the 
continuance of the charter, the Bank shall enjoy all privileges, profits, emoluments, 
benefits, and advantages whatsoever, which they now possess and enjoy by virtue of 
any employment by or on behalf of the public. 

That, previously to such renewal of their charter, the Bank was employed as the 
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public banker, in keeping the cash of all the principal departments in the receipt of 
the public revenue, and in issuing and conducting the public expenditure. 


That the average amount of the public balances in the hands of the Bank, between 
the Ist February 1814 and the 15th January 1815, upon accounts opened at 
the Bank previously to the renewal of the charter on the 28th March 1800, 


was L.4,337,025 
Unclaimed dividends for the average of one year ending 1st January 1815, — 779,794 


L.5,116,819 


That the average public balances in the hands of the Bank during the same period, 
upon accounts opened at the Bank between the 28th March 1800 and the 27th 
February 1808, was L.370,018 

That the average public balances in the hands of the Bank during the 
same period, upon accounts opened at the Bank subsequent to the 
27th February 1808, was 3 : : : ‘ L.261,162 


9. That whenever the engagements now subsisting between the public and the 
Bank shall expire, it may be proper to consider the advantages derived by the Bank 
from its transactions with the public with a view to the adoption of such arrangements 
as may be consistent with those principles of equity and good faith which ought to 
prevail in all transactions between the public and the Bank of England. 


June 26, 1815. 


ON 


PROTECTION 


AGRICULTU R E. 


FOURTH EDITION. 


LONDON. 


1822. 


Digitized by Google 


INTRODUCTION. 


IT cannot, I think, be denied, that, within these few years, great 
progress has been made in diffusing correct opinions on the impolicy 
of imposing restrictions on the importation of foreign corn; but, 
unhappily, much prejudice yet exists on this subject, and it is to be 
feared that the generally prevailing errors in the minds of those who 
are suffering from the distressed state of our agriculture, may lead 
to measures of increased restriction, rather than to the only effectual 
remedy for those distresses, the gradual approach to a system of 
free trade. It is to the present corn-law that much of the distress 
is to be attributed, and is to make it appear, that the occupa- 
tion of a farmer will be exposed to continual hazard, and will be 
placed under peculiar disadvantages, as compared with all other 
occupations, while any system of restriction on the importation of 
foreign corn is continued, which shall have the effect of keeping 
the price of corn in this country habitually and considerably above 
the prices of other countries. S 

Before I proceed, however, to this, which is the main object that 
I have in view, I wish to notice some of the prevailing opinions 
which are daily advanced on the subject of the causes of the present 
distress; on the doctrine of remunerating price; on taxation; on 
currency, &c.: after disposing of these, we shall be better able to 
examine the important question of what ought to be the permanent 
d du of this country, respecting the trade in corn, in order to 
afford the greatest security to the people, for a cheap and steady 
price, with an abundant supply of that essential article. 
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ON PROTECTION TO AGRICULTURE. 


SECTION I. 


On Remunerating Price. 


THE words Remunerative Price are meant to denote the price at 
which corn can be raised, paying all charges, including rent, and 
leaving to the grower a fair profit on his capital. It follows from 
this definition, that in proportion as a country is driven to the cul- 
tivation of poorer lands for the support of an increasing population, 
the price Pond to be remunerative, must rise: for even if norent 
is paid for such poorer land—as the charges on its cultivation must, 
for the same quantity of produce, be greater than on any other land 
previously cultivated, those charges can only be returned to the 
grower bY an increase of price. “ I know districts of the country,"* 
says Mr Iveson, “ taking the very best qualities in them, that will 

roduce from four to five quarters by the acre. I know there are 
arms that have averaged in the wheat crop, four quarters to the 
acre, or 32 bushels.” * [n what part of the kingdom?—In Wiltshire.” 
* What would you estimate the second quality of land at ?—I think 
the middling, or second, what I should call the middling quality of 
lands under good cultivation, may be taken at two quarters and a 
half" “ And the inferior lands? —From 12 to 15 bushels an acre.” 
Mr Harvey was asked, “ What is the lowest rent you have ever 
known to be paid for the worst land on which corn is raised ?— 
Eighteen-pence an acre.” Mr Harvey further stated, that on an 
average of the last ten years he had obtained 30 bushels of wheat 
per acre from his land. Mr Wakefield’s evidence was to the same 
effect as Mr Iveson's; but the difference according to him between 
the produce of wheat per acre on the best and worst land in cul- 
tivation was as much as 32 bushels; for he said “ that on the sea 
coast of Norfolk, Suffolk, Essex, and Kent, the crop is thought a 
bad one, if it be not 40 bushels per acre;" and he added, * I do 
not believe that the very poor lands produce above eight bushels 
per acre." 


* Report, Agricultural Committee, 1821, page 338. 
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Suppose now, that the population of England had only been one- 
half its present amount, "ed that it had not been necessary to take 
any other quality of land into cultivation than that which yielded 
32 bushels of wheat per acre ; what would have been the remunera- 
tive price? Can any one doubt of its being so low that, if the 
prices on the Continent had been at the same average at which 
they have been for the last five or ten years, we should have been 
an exporting instead of an importing country ? It is true, that this 
land now yields 32 bushels, and would have yielded no more on the 
supposition that I have made; but is it not true, that the value of 
the 32 bushels now raised is regulated by the cost of producing the 
12 or 15 bushels on the inferior lands of which, Mr Iveson speaks ? 
If the cost of raising 15 bushels of wheat is as great now as the cost 
was of raising 30 bushels formerly, the price must be doubled to be 
remunerative, for the degree in which the price must rise to com- 
pensate the producer for the charges which he has to pay does not 
depend on the quantity produced, nor on the quantity consumed, 
but on the cost of its production. The difference in the value of 
the quantity raised on the good land, and on the inferior land, will 
always constitute rent ; so that the profits of the occupiers of the 
good and bad land will be the same, but the rent of the best land 
will exceed the rent of the worst by the difference in the quantit 
of produce, which, with the same expense, it can be made to yield. 
It is now universally admitted, that rent is the effect of the rise in 
the price of corn, and not the cause; it is also admitted, that the 
only permanent cause of rise in the value of corn, is an increased 
charge on its production, caused by the necessity of cultivating 
poorer lands ; on which, by the expenditure of the same quantity 
of labour, the same quantity of produce cannot be obtained. 

Is it not true that the rent on the better land is regulated by the 
lesser quantity of 15 bushels, with which we are now obliged to 
be contented on our poorer lands? The rent which is now a charge 
on cultivating the land which yields the 32 bushels, and which is 
equal to the value of 17 bushels, the difference between 15 and 32 
bushels, could not have existed if no land was cultivated but such 
as yielded 32 bushels. If, then, with the charge of rent, the cost of 
raising 15 bushels on the rich land—and without the payment of 
rent, the cost of raising the same quantity on the poor land, is now 
ag Ere as the cost of raising 30 bushels was formerly on the rich 
land, when no rent was paid, the price must be doubled. 

It appears, then, that, in the progress of society, when no impor- 
tation takes place, we are obliged constantly to have recourse to 
worse soils to feed an augmenting population, and with every step 
of our progress the price of corn must rise, and with such rise, the 
rent of the better land which had been previously cultivated, will 
necessarily be increased. A higher price becomes necessary to 
compensate for the smaller quantity which is obtained ; but this 
higher price must never be considered as a good —it would not have 
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existed if the same return had been obtained with less labour—it 
would not have existed if, by the application of labour to manufac- 
tures, we had indirectly obtained the corn by the exportation of 
those manufactures in exchange for corn. A high price, if the 
effect of a high cost, is an evil, and not a good ; the price is high, 
because a great deal of labour is bestowed in obtaining the corn. 
If only a little labour was bestowed upon it, more of the labour of 
the country, which constitutes its only real source of wealth, would 
ins a at its disposal to procure other enjoyments which are 
esirable. 


SECTION II. 
On the Influence of a Rise of Wages on the Price of Corn. 


Much of what has been said in the foregoing section, would probably 
be allowed by some of those who are the advocates for a restricted 
trade in corn; they would, however, add, that though it could be 
shown that no protecting duties on the importation of corn could 
be justifiable, merely on account of the increased expenditure of 
labour necessary to obtain a given quantity in this country ; yet 
such duties were necessary to protect the farmer against the effects 
of high wages in this country, caused by the taxation which falls 
on the labouring classes, and which must be repaid to them by their 
employers, by means of high wages. This argument proceeds on 
the assumption, that high wages tend to raise the price of the com- 
modities on which labour is bestowed. If the farmer, they say, 
could, before taxation, and the high wages which are the effect of 
it, compete with the foreign grower of corn, he can no longer do so 
now he is exposed to a burthen from which his competitor is free. 

This whole argument is fallacious,—the farmer 18 placed under 
no comparative disadvantage in consequence of a rise of wages. 
If, in consequence of taxes paid by the labouring class, wages 
should rise, which they in all probabilit would do, they would 
equally affect all classes of producers. If it be deemed necessary 
that corn should rise in order to remunerate the growers, it is also 
necessary that cloth, hats, shoes, and every other commodity should 
rise, in order to remunerate the producers of those articles. Either, 
then, corn ought not to rise, or all other commodities should rise 
along with it. 

If neither corn, nor any other commodity, rise, they will of course 
be all of the same relative value as before; and if they do all rise, 
the same will be true. All must require protecting duties, or none. 
To impose protecting duties on all commodities would be absurd, 
because nothing would be gained by it—it would in no way alter 
the relative value of commodities ; and it is only by altering the 
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relative value of commodities that any particular trade is protected, 
not merely by an alteration of price. If England gave a yard of 
superfine cloth to Germany for a quarter of wheat, she would 
neither be more nor less disposed to carry on this trade, if both 
cloth and corn were raised 20 per cent. in price. All foreign trade 
unir resolves itself into an interchange of commodities; money is 
but the measure by which the respective quantities are ascertained. 
No commodity can be imported unless another commodity is 
exported ; and the exported commodity must be equally raised in 
pne by the rise of wages. It is essential that a drawback should 
e allowed on the exported article, if the one imported be protected 
by a duty. But it comes to the same thing, if no drawback be 
owed on the one, nor protection granted to the other, because, in 
either case, precisely the same quantity of the foreign commodity will 
be obtained for a given quantity of the home-made commodity. 

If a quarter of corn be raised from 60s. to 75s., or 25 per cent. 
by a rise of wages, and a certain quantity of hats or cloth be raised 
in the same proportion by the same cause, the importer of corn into 
England would lose just as much by the commodity which he 
exports as he would gain by the corn which he imports. If trade 
were left free, corn would not rise from 60s. to 75s., notwithstanding 
the rise of wages; nor would cloth, or hats, or shoes, rise from this 
cause. But, if I should allow that they would rise, it would make 
no difference to my argument; we should then export money in 
exchange for corn, because no commodity could be so profitably 
employed in paying for it; for, by the supposition, every other 
commodity is raised in price. The exportation of money would 
gradually lessen the quantity, and raise its value in this country, 
while the importation of it into other countries would have a con- 
trary effect in them; it would increase the quantity, and sink its 
value, and thus the price of corn, of cloth, of hats, and of all other 
things in England, would bear the same relation to the prices of 
the same commodities in other countries as they bore before wages 
were raised. In all cases, the rise of wages, when general, diminishes 
profits, and does not raise the prices of commodities. If the prices 
of commodities rose, no producer would be benefited ; for of what 
consequence could it be to him to sell his commodity at an advance 
of 25 per cent., if he, in his turn, were obliged to give 25 per cent. 
more for every commodity which he po ? He would be pre- 
cisely in the same condition, whether he sold his corn for 25 per cent. 
advance, and gave an additional 25 per cent. in the price of his 
hats, shoes, clothes, &c., &c., as if he sold his corn at the usual 
price, and bought all the commodities which he consumed at the 
prices which he had before given for them. No one class of pro- 
ducers, then, is entitled to protection on account of a rise of wages, 
because a rise of wages equally affects all producers; it does not 
raise the prices of commodities because it diminishes profits ; and, 
if it did raise the price of commodities, it would raise them all in 
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the same proportion, and would not, therefore, alter their exchange- 
able value. It is only when commodities are altered in relative 
value, by the interference of Government, that any tax, which shall 
act as a protection against the importation of a foreign commodity, 
can be justifiable. 

It is by many supposed, that a rise in the price of corn will raise 
the price ofall other things ; this opinion is founded on the erroneous 
view which they take of the effect of a general rise of wages. Corn 
rises because it is more difficult to produce, and its cost is raised ; 
it would be no rise at all if all other things rose with it. It is a 
real rise to the hatter and clothier, if they are obliged, one to give 
more hats, the other more cloth, for their corn; it would be no rise 
at all to them, and it would be impossible to show who paid for 
the increased cost, if their commodities also rose, and exchanged 
for the same quantity of corn. 

It may be laid down as a principle, that any cause which operates 
in & country to affect equally all commodities, does not alter their 
relative value, and can give no advantage to foreign competitors, 
but that any cause which operates partially on one does alter its 
value to others, if not countervailed by an adequate duty ; it will 
give advantage to the foreign competitor, and tend to deprive us of 
a beneficial branch of trade. i 


SECTION III. 
On the Effects of Taxes imposed on a particular Commodity. 


For the same reasons that protecting duties are not justifiable on 
account of the rise of wages generally, from whatever cause it may 
proceed, it is evident that they are not to be defended when taxa- 
tion is general, and equally affects all classes of producers. An 
income tax is of this description ; it affects equally all who employ 
capital, and it has never yet been suggested by those most favour- 
able to protecting duties that any would be necessary on account 
of an income tax. But a tax affecting equally all productions is 
precisely of the same description as an income tax, because it leaves 
them, after the tax, of the same relative value to each other as 
before it was imposed. The rise of wages, a tax on income, or a 
proportional tax on all commodities, all operate in the same way ; 
they do not alter the relative value of goods, and therefore they do 
not subject us to any disadvantage in our commerce with foreign 
countries. We suffer indeed the inconvenience of paying the tax, 
but from that burthen we have no means of freeing ourselves. 

A tax, however, which falls exclusively on the producers of a 
particular commodity tends to raise the price of that commodity, 
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and if it did not so raise it the producer would be under a disad- 
vantage as compared with all other producers; he would no longer 
gain the general and ordinary profits by his trade. By rising in 
price, the value of this commodity is altered as compared with other 
commodities. If no protecting duty is imposed on the importation 
of a similar commodity from other countries, injustice is done to the 
producer at home, and not only to the producer but to the country 
to which he belongs. It is for the interest of the public that le 
should not be driven from a trade which, under a system of free 
competition, he would have chosen, and to which he would adhere 
if every other commodity were taxed equally with that which he 
produces. A tax affecting him exclusively is, in fact, a bounty to 
that amount on the importation of the same commodity from 
abroad ; and to restore competition to its just level, it would be 
necessary not only to subject the imported commodity to an equal 
tax, but to allow a drawback of equal amount, on the exportation of 
the home-made commodity. 

The growers of corn are subject to some of these peculiar taxes, 
such as tithes, a portion of the poor’s rate, and perhaps, one or two 
other taxes, all of which tend to raise the price of corn, and other 
raw produce, equal to these peculiar burthens. In the degree, then, 
in which these"taxes raise the price of corn, a duty should be im- 
posed on its importation. If from this cause it be raised 10s. per 
quarter, a duty of 10s. should be imposed on the importation of 
foreign corn, and a drawback of the same amount should be allowed 
on the exportation of corn. By means of this duty and this draw- 
back, the trade would be placed on the same footing as if it had 
never been taxed, and we should be quite sure that capital would 
neither be injuriously for the interests of the country, attracted 
towards, nor repelled from it. 

The greatest benefit results to a country when its Government 
forbears to give encouragement, or oppose obstacles, to any dis- 
position of capital which the proprietor may think most advantageous 
to him. By imposing tithes, &c. on the farmer exclusively, no 
obstacle would be opposed to him, if there were no foreign compe- 
tition, because he would be able to raise the price of his produce, 
and if he could not do so he would quit a trade which no longer 
afforded him the usual and ordinary profits of all other trades. But 
if importation was allowed, an undue encouragement would be given 
to the importation of foreign corn, unless the foreign commodity 
were subject to a duty, equal to tithes or any other exclusive tax 
imposed on the home grower. 

ut the home grower would still have to complain, if he was 
refused a drawback on exportation, because he might then say, 
* Before your duty, and before the price of my produce was raised 
in consequence of it, I could compete with the foreign grower in 
foreign markets; by making the remunerating price of my corn 
higher, you have deprived me of that advantage, therefore give me 
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a drawback equal to the duty, and you, in every respect, restore 
me to the position, as it regards both my own countrymen, as 

roducers of other commodities, and foreign growers of raw produce, 
in which I was before placed." On every principle of justice, and 
consistently with the ba interests of the country, his demand 
should be acceded to. 


SECTION IV. 
On the Effect of Abundant Crops on the Price of Corn. 


In a former section I have endeavoured to show, that the price of 
corn, to be remunerative, must pay all the charges of its production, 
including in those charges the ordinary profits of the stock em- 
ployed. It is, in fact, by these conditions being fulfilled, that the 
supply, on an average of. years, is regulated. If the price obtained 
be less than remunerative, profits will be depressed, or will entirely 
disappear. If it be more than remunerative, profits will be high. 
In the first case, capital will be withdrawn from the land, and the 
supply will gradually conform to the demand. Inthe second case, 
capital will be attracted to the land, and the supply will be increased. 
But, notwithstanding this tendency of the supply of corn to con- 
form itself to the demand, at prices which shall be remunerative, it 
is impossible to calculate accurately on the effects of the seasons. 
Sometimes, for a few years successively, crops will be abundant ; 
at other times they will, for an equal period, be scanty and insuffi- 
cient. When the quantity of corn at market, from a succession of 
good crops, is abundant, it falls in price, not in the same proportion 
as the quantity exceeds the ordinary demand, but very considerably 
more. The demand for corn, with a given population, must neces- 
sarily be limited; and, although it may be, and undoubtedly is, 
true, that when it is abundant and cheap, the quantity consumed 
will be increased, yet it is equally certain, that its aggregate value 
will be diminished. Suppose 14 millions of quarters of wheat to be 
the ordinary demand of England, and that, from a very abundant 
season, 21 millions are produced. If the remunerative price were 
3l. per quarter, and the value of the 14 millions of quarters 
42,000,000/., there cannot be the least doubt, that the 21 millions of 
quarters would be of very considerably less value than 42,000,000/. 
No principle can be better established, than that a small excess of 
quantity operates very powerfully on price. This is true of all 
commodities; but of none can it be so certainly asserted as of corn, 
which forms the principal article of the food of the people. The 
principle, I believe, has never been denied by those who have turned 
their attention to this subject. Some, mdeed, have attempted to 
estimate the fall of price which would take place, under the sup- 
GG 
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position of the surplus bearing different proportions to the average 
quantity. Such calculations, however, must be very deceptious, as 
no general rule can be laid down for the variations of price in pro- 
ortion to quantity. It would be different in different countries ; 
it must essentially depend on the wealth or poverty of the country, 
and on its means of holding over the superfluous quantity to a future 
season. It must depend, too, on the opinions formed of the proba- 
bility of the future supply being adequate or otherwise to the future 
demand. This, however, is, I think, certain, that the aggregate - 
value of an abundant crop will always be considerably less than the 
gregate value of an average one; and that the aggregate value 
ofa very limited crop will be considerably greater than that of an 
average crop. If 100,000 loaves were sold every day in London, 
and the supply should all at once be reduced to 50,000 per day, can 
any one doubt but that the price of each loaf would be considerably 
more than doubled? The rich would continue to consume precisel 
the same number of loaves, although the price was tripled or nüad- 
rupled. If, on the other hand, 200,000 loaves, instead of 100,000, 
were daily exposed for sale, could they be disposed of without a fall 
of price, far exceeding the proportion of the excess of quantity ? 
Why is water without value, but because of its abundance? If 
corn were equally plenty, it would have no greater value, whatever 
quantity of labour might have been bestowed on its production. 

In proof of the correctness of this view, I may refer to the prices 
of wheat in this country in different seasons of plenty, when it will 
be seen that, notwithstanding we were in a degree relieved by ex- 
portation, yet, from the abundance of crops, corn has been known 
to fall 50 per cent in three years. Now, to what can this be imputed 
but to excess of quantity? The document which follows is copied 
from Mr Tooke's evidence before the committee of 1821. 


s. d. Quarters. 
In 1728 the price of wheat was 48 s} with an excess of import of 70,757 
" . . . 8 


1732 23 with an excess of export of 202,058 
1740 s d cx —— à4.- |. 200. 5. ^. . 46822 
1743 0. . . 22 1 200. s. . .. 871,29 
1750 . . . .  2810j 200. 0. e o. 947,323 
1757 . : . ` 53 4 excess of import 130,017 
1761 ©. e . 26 10% excess of export 441,956 


Page 229, Agricultural Report. 


Because it has been said, that abundance may be prejudicial to the 
interests of the producers, it has been objected that the new doctrine 
on this subject is, that the bounty of Providence may become a 
curse to a country ; but this is essentially changing the proposition. 
No one has said that abundance is injurious to a country, but that 
it frequently is so to the producers of the abundant commodity. 
If what they raised was all destined for their own consumption, 
abundance never could be hurtful to them ; but if, in consequence 
of the plenty of corn, the quantity with which they go to market to 
furnish themselves with other things is very much reduced in value, 
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they are deprived of the means of obtaining their usual enjoyments ; 
they have, in fact, an abundance of a commodity of little exchange- 
able value. If we lived in one of Mr Owen's parallelo 8, and 
enjoyed all our productions in common, then no one could suffer in 
consequence of abundance ; but as long as society is constituted as 
it now is, abundance will often be injurious to producers, and scarcity 
beneficial to them. 


SECTION V. 


On the Effect produced on the Price of Corn by Mr Peel's Bill for restoring the 
Ancient Standard. 


Mvca difference of opinion prevails on the effect produced on the 
rice of corn by Mr Pecl's bill for restoring the ancient standard. 
n this subject there is a great want of candour in one of the dis- 

puting parties ; and I believe it will be found, that many of those 

who contended, during the war, that our money was not depreciated 
at all, now endeavour to show that the depreciation was then 
enormous, and that all the distresses which we are now suffering 
have arisen from restoring our currency from a depreciated state to 


ar. 
M It is also forgotten that, from 1797 to 1819, we had no standard 
whatever by which to regulate the quantity or value of our money. 
Its quantity and its value depended entirely on the Bank of England, 
the Directors of which establishment, however desirous they might 
have been to act with fairness and justice to the p avowed that 
they were guided in their issues by principles which, it is no longer 
disputed, exposed the country to the greatest embarrassment. 
Accordingly, we find that the currency varied in value considerably 
during the period of twenty-two years, when there was no other 
rule for regulating its quantity and value but the will of the Bank. 
In 1813 and 1814 the depreciation of our currency was probably 
at its highest point, gold being then 5/. 10s. and 5l. 8s. per ounce ; 
but, in 1819, the value of paper was only 5 per cent. below its 
ancient standard, gold being then 4l. 2s. or 4l. 9s. per ounce. It 
was in 1819 that Mr Peel’s bill passed intoa law. At the time of 
passing that bill, Parliament had to deal with the question as it 
then presented itself. It was thought expedient that an end should 
be put to a state of things which allowed a company of merchants 
to regulate the value of money as they might think proper ; and the 
only point which could then come under consideration was, whether 
the standard should be fixed at 4/. 2s., which was the price of gold, 
not only at the time when Parliament was legislating, but its price 
for nearly the whole of the four preceding years; or the ancient 
standard of 3/. 17s. 104d. should be restored. Between these two 
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prices Parliament was constrained to determine, and, I think, in 
choosing to go back to the ancient standard, it pursued a wise 
course. But when it is now said that money has been forcibly 
raised in value,—25 per cent., according to some; 50, and even 60 
per cent, according to others,—they do not refer to 1819, the 
period at which that bill passed, but to the period of the greatest 
depression; and they charge the whole increase in the value of the 
currency to Mr Peel’s bill. Now, it is to the system which allowed 
of such variations in the value of money that Mr Peel’s bill put an 
end. If, indeed, in 1819, or immediately preceding 1819, gold had 
been at 5/. 10s. an ounce, no measure could have been more inex- 
pedient than to make so violent achange in all subsisting engage- 
ments, as would have been made by restoring the ancient standard ; - 
but the price of gold, as I have already said, was then, and had 
been for four years, about 4/. 2s., never above, and frequently rather 
under, that price; and no measure could have been so monstrous 
as that which some reproach the House of Commons for not having 
adopted, namely, of fixing the standard at 5/. 10s. ; that is, in other 
words, after the currency had regained its value within 5 per cent. 
of gold, under the operation of the bad system, again to have 
degraded it to 30 per cent. below the value of gold. 

t will be remembered, that a plan was by me submitted to the 
country for the restoration of a fixed standard, which would have 
rendered the employment of any greater quantity of gold than the 
Bank then possessed wholly unnecessary. i 

That plan was to make the Bank fiable to the payment of a 
certain large and fixed amount of their notes in gold bullion at the 
Mint price of 3/. 17s. 103d. an ounce, instead of payment in gold 
coin. If that plan had been adopted, not a particle of gold would 
have been used in the circulation,—all our money must have 
consisted of paper, excepting the silver coin necessary for payments 
under the value of a pound. In that case it is demonstrable, that 
the value of money could only have been raised 5 per cent. by 
reverting to the fixed ancient standard, for that was the whole 
difference between the value of gold and paper. There was nothing 
in the plan which could cause a rise in the value of gold, for no 
additional quantity of gold would have been required, and therefore 
5 per cent. would have been the full extent of the rise in the value 
of money.* Mr Peel's bill adopted this plan for four years, after 
which payments in coin were to be establshed. If for the time 
specified by the bil] the Bank Directors had managed their affairs 
with the skill which the public interest required, they would have 
been satisfied with so regulating their issues, after Mr Peel’s bill 


* With 4/. 2s. in bank notes, any one could purchase precisely the same quantity of 
commodities as with the gold in 3l 17s. 104d. ; the object of the plan was to make 
3l. 17s. 10ġd. in bank notes, as valuable as 3/. 17s. 103d. in gold. To effect this object, 
could it have been necessary, could it, indeed, have been possible, to lower the value 
of goods more than 5 per cent., if the value of gold had not been raised ? 
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passed, that the exchange should continue at par, and consequently 
no importation of gold could have taken place ; but the Bank, who 
always expressed a decided aversion to the plan of bullion payments, 
immediately commenced preparations for specie payments. Their 
issues were so regulated, that the exchange became extremely 
favourable to this country ; gold flowed into it in a continued stream, 
and all that came the Bank eagerly purchased at 3/. 17s. 104d. per 
ounce. Such a demand for gold could not fail to elevate its value 
compared with the value of all commodities. Not only, then, had 
we to elevate the value of our currency 5 per cent., the amount of 
the difference between the value of paper and of gold before these 
operations commenced, but we had still farther to elevate it to the 
new value to which gold itself was raised by the injudicious 
urchases which the Bank made of that metal. It cannot, I think, 
e doubted, that if bullion payments had been fairly tried for three 
out of the four years between 1819 and 1823, and had been found 
fully to answer all the objects of a currency regulated by gold at a 
fixed value, the same system would have been continued, and we 
should have escaped the further pressure which the country has 
undoubtedly undergone from the effects of the great demand for 
gold which specie payments have entailed upon us. 
The Bank Directors urge in defence of the measures which they 
have pursued the complaints which were made against them on 
account of the frequent executions for forgery, which rendered it 
indispensable that they should withdraw the one-pound notes from 
circulation for the purpose of replacing them with coin. If they 
could not substitute a note better calculated to prevent forgery 
than the one which they have hitherto used, this plea is a valid one, 
for the sacrifice of a small pecuniary interest could not be thought 
too great if it took away the temptation to the crime of forgery, for 
which so many unfortunate persons were annually executed; but 
this excuse comes with a bad grace from the Bank of England, 
who did not discover the importance of preventing forgery by the 
issue of coin till 1821, after they had made such large purchases of 
gold that they were under the necessity of applying to Parliament 
or a bill to enable them to issue coin in payment of their notes, 
which, by Mr Peel's bill, they were prevented from doing till 1823. 
How comes it that they did not ake this discovery in 1819, when 
the committees of the Lords and Commons were sitting on bank 
payments? Instead of being eager at that period to commence 
DE payments, they remonstrated, in a manner which many 
thought unbecoming, against any plan of metallic payments which 
did not leave the uncontrolled power of increasing or diminishing 
the amount of the currency in their hands. It surely is not 
forgotten, that, on an application by the Lords’ Committee to the 
Bank, dated the 24th March 1819, asking if “the Dank had any 
and what objections to urge against the passing a law to require it 
should pay its notes in bullion on demand, but in sums not less in 
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amount than 100/., 200/., or 3002, at 3l. 17s. 104d., and to buy 
gold bullion at 3/. 17s. 6d. by an issue of its notes, the said plan to 
commence after a period to be fixed for that purpose ;” the 
Directors answered, “the Bank has taken into consideration the 
question sent by the Committee of the House of Lords, under date 
of the 24th March, and is not aware of any difficulty in exchanging, 
for a fixed amount of bank notes, Ls bullion of a certain weight, 
provided it be melted, assayed, and stamped by his Majesty’s Mint. 

“The attainment of bullion by the Bank at 3/.17s. 6d. 15, in the 
estimation of the Court, so uncertain, that the Directors, in duty 
to their proprietors, do not feel themselves competent to engage to 
issue bullion at the price of 3/. 17s. 103d. ; but the Court beg leave 
to suggest, as an alternative, the expediency of its furnishing bullion 
of a fixed weight to the extent stated at the market price as taken 
on the preceding foreign post-day, in exchange for its notes, pro- 
vided a ni. time be allowed for the Bank to prepare iteelf to 
try the effect of such a measure.” 

If this proposal had been acceded to, the Bank would itself have 
determined the price at which it should have sold gold from time 
to time to the public, because by extending or curtailing their 
issues, they had the power to make the price of gold just what they 
pleased, 4/. or 10/. an ounce, and at that price to which they might 
choose to elevate it, they graciously proposed to sell it, “ provided 
a reasonable time be allowed to prepare itself to try the effect of 
such a measure.” 

After this proposal, after the representation made to the 
Chancellor of the Exchequer by the Directors of the Bank of 
England on the 20th May 1819,* it will not be said that the 
question of forgery appeared so urgent to the Directors that they 
were eager to substitute coin for their small notes in 1819, however 
a ee the question became in their view in 1820. 

t is a question exceedingly difficult to determine what the effect 
has been on the value of gold, and consequently on the value of 
money produced by the purchases of bullion made by the Bank. 
When two commodities vary, it is impossible to be certain whether 
one has risen, or the other fallen. There are no means of even 
approximating to the knowledge of this fact, but by a careful com- 
parison of the value of the two commodities, during the period of 
their variation, with the value of many other commodities. 

Even this comparison does not afford a certain test, because one- 
half of the commodities to which they are compared, may have 
varied in one direction, while the other half may have varied in 
another: by which half shall the variation of gold be tried? If by 
one it appears to have risen, if by the other to have fallen. From 
observations, however, on the price of silver, and of various other 
commodities, making due allowance for the particular causes which 


* See Appendix A. 
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may have grew operated on the value of each, Mr Tooke, one 
of the most intelligent witnesses examined by the Agricultural 
Committee, came to the conclusion that the eager demand for gold 
made by the Bank in order to substitute coin for their small notes, 
had raised the value of currency about 5 per cent. In this con- 
clusion, I quite concur with Mr Tooke. If it be well founded, the 
whole increased value of our currency since the passing of Mr Peel's 
bill in 1819, may be estimated at about 10 per cent. To that 
amount, taxation has been increased by the measure for restoring 
specie payment; to that amount the fall of grain, and with it of all 
other commodities, has taken place as far as this cause alone has 
operated on them ; but all shore that amount, all the further 
depression which the price of corn has sustained, must be accounted 
for by the supply having exceeded the demand ; a depression, which 
would have equally occurred, if no alteration whatever had been 
made in the value of the currency. 

It is, indeed, alleged by many of the landed interest, that to one 
cause alone, all the distress in agriculture is to be ascribed. They 
go so far as to say, that there is now no surplus produce on the 
land, but what is paid to the Government for taxes; that there is 
nothing whatever left for rent or profit; that whatever rent is paid, 
is derived from the capital of the farmer, and all these effects they 
charge on the alteration in the value of the currency. 

It is evident that those who advance this most extravagant 
proposition, do not know how the alteration in the value of the 
currency affects the different interests of a country. If it injures 
the debtor, it in the same degree benefits the creditor; if its 

ressure is felt by the tenant, it must be advantageous to the land- 
ford, and to the receivers of taxes. They, then, who maintain this 
doctrine, must be prepared to contend that all that fund, which 
formerly constituted the rent of the landlord, and the profits of the 
farmer, are, by the alteration in the value of money, transferred to 
the State, and are now paid to the receivers of taxes, and, among 
them, the stock-holders. That the situation of the stock-holder is 
improved, by his dividends being paid in a currency increased in 
value, there can be no doubt; but what evidence is there to show 
that his situation is so much improved, that he has now at his 
disposal, in addition to his former means of enjoyment, all those 
which were before at the disposal of the whole of the tenantry, and 
of the landlords of the country? So wild an assertion cannot be 
for a moment entertained ; we have not heard of splendid equipages 
and superb mansions having been built by the stock-holders since, 
and in consequence of, the "i of 1819. Besides, if this were true, 
how comes it that the profits of the merchant and manufacturer 
have escaped the fund-holder, this devouring monster, as he has 
been called? Are not their profits governed by the same principle, 
and by the same law, as the profits of the farmer? How have they 
contrived to exempt themselves from this desolating storm? The 
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answer is plain, there is no truth in the allegation. Agriculture 
has been depressed by causes of which the currency forms only a 
little part. The peculiar hardships which the landed interest are 
suffering, are of a temporary character, and will continue only while 
the supply of produce exceeds the demand. A remunerative price 
is impossible while this cause of low value continues; but the 
situation of things which we now witness cannot have any per- 
manence. 

Is it not quite certain, that if the pressure on the farmers, from 
the alteration in the value of currency, and the increased taxation 
consequent upon it, has been so great as to take from them all the 
profits of their capital, it must also have taken away the profits 
of all other persons employing capital? for it is quite impossible 
that one set of capitalists should be permanently without any profit 
at all, whilst others are making reasonable profits. 

On the part of the landlords it may be said, that they are encum- 
bered with fixed charges on their estates, such as dowers, provision 
for daughters, and younger children, mortgages, &c. It cannot be 
denied that an alteration in the value of currency must greatly 
affect such engagements, and must be very burdensome to landlords; 
but they should remember that they or their fathers benefited by 
the depreciation of the value of the currency. All their fixed en- 
gagements, their taxes included, were for many years paid in the 
depreciated medium. If they suffer injustice now, they profited by 
injustice at a former period; and if the account were fairly made 
up, it would, I believe, be found that, as far as alteration in the 
value of currency is concerned, they have little just cause for 
complaint. 

But, on the score of money engagements, which are now affected 
by the increased value of currency, have the commercial interest no 
cause for complaint? Are they not debtors in as large an amount 
as the landed interest? How many persons have retired from 
business, whose capitals are, directly or indirectly, still employed 
by their successors? What vast sums are employed by bankers 
and others in discounting bills? For the whole of this value there 
must be debtors, and the increased value of money could not have 
failed very much to aggravate the pressure of their debts. 

I mention these circumstances to show that if the real efficient 
cause of the distress of the landed gentlemen was the increased 
value of money, it ought to have produced similar distress in other 

uarters ;—it has not done so, and therefore I have a right to infer, 
t the cause of the distress has been mistaken. 

The profits of the farmer must bear some uniform proportion to 
the profits of the other classes of capitalists; they are subject to 
temporary fluctuations, perhaps, in a greater degree than the profits 
of others; but the circumstances of which they complain, though 
severe and aggravated at the present time by other causes, yet are 
by no means new or uncommon. 
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Mr Tooke, in his evidence before the Agricultural Committee, in 
pages 230 and 231, has furnished us with extracts from publications 
in the last century, in which the ruin of the landed interest was 
foretold in terms not very unlike those used in the present day. 
Those difficulties have passed, and the present ones will, with & 
little good legislation, soon only be matter of history. 

At a late Coni of proprietors of Bank Stock, the Directors said 
that, so far from having reduced the amount of the circulation since 
1819, they had considerably increased it, and that it was this year 
actually more by 3,000,000/. than the amount of the circulation at 
the same period last year or the year preceding. If the Directors 
were quite correct in this statement, it is no answer to the charge 
of their having kept the circulation too low, and thereby caused the 
great influx of gold. My question to them is, “ Was your circula- 
tion so high as to keep the exchange at par?” To this they must 
answer in the negative ; and pee ie I say, that if in consequence 
of the importation of gold, that metal is enhanced in value, and the 
pressure on the country is thereby increased, it is because the Bank 
did not issue a sufficient quantity of notes to keep the exchange at 
p. This charge is of the same force whether the amount of 

ank notes has, in point of fact, been stationary, increasing, or 
diminishing. 

ButIdispute the fact of the circulation having been even half a 
million higher in amount in 1822 than in 1821 and 1820. The mode 
of proving the proposition adopted by the Dank is not a pond. 
they say, in 1821 we had 23,800,000/. in circulation, and now the 
notes in circulation, with the sovereigns we have since issued, 
amount to 3,000,000/. more. But as sovereigns are circulated in 
Ireland, and in other districts of the United Kingdom, how can they 
affirm, that in the same channel in which 23,800,000/. bank notes 
circulated in 1821, 26,800,000 bank notes and sovereigns together, 
are now in circulation? I believe the contrary to be the fact, for 
I find that the amount of notes of five pounds and above, which 
have been in circulation for several years past, in the month of 


February, is as follows :— 
Years. 


£ 

1815 ... 16,394,359 

1816 ... 15,307,228 

1817 ... 17,538,656 

1818 ... 19,077,951 

1819 ... 16,148,098 

1820 ... 15,393,770 

1821 ... 15,766,270 

! 1822 ... 15,784,770 

And as the notes of five pounds and upwards have not increased 
400,000/. since 1820, I find it impossible to believe that the circu- 
lation of a smaller denomination can have increased in any much 
larger proportion. 
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Before I conclude this section I must observe, that the complaints 
made against the Bank for refusing to lend money on discount at 
4 per cent. are without any good foundation. The reason for 
such complaints is, that by lending at 4 per cent. they would 
lower the rate of interest generally, and the landed interest would 
be benefited by being able to raise money on mortgage on cheaper 
terms than they now pay for it. Ibelieve, however, that no amount 
of loans which the Bank might make, and no degree of lowness of 
interest at which they might choose to lend, would alter the per- 
manent rate of interest in the market. Interest is regulated chiefly 
by the profits that may be made by the use of capital; it cannot be 
controlled by any bank, nor by any assemblage of banks. During 
the last war the market rate of interest for money was, for years 
together, fluctuating between 7 and 10 per cent.; yet the Bank 
never lent at a rate above 5 per cent. In Ireland, the Bank, by 
its charter, is obliged to lend at a rate of interest not exceeding 
9 per cent., yet all other persons lend at 6 per cent. 

A Bank has fulfilled all its useful functions when it has substi- 
tuted paper in the circulation for gold; when it has enabled us to 
carry on our commerce with a cheap currency, and to employ the 
valuable one which it supplants productively : provided it fulfils this 
object, it is of little importance at what rate of interest it lenda its 
money. | 

One argument used by a very enlightened member of Parliament, 
during a late discussion on the rate of interest charged by the Bank, 
was rather a singular one: he said that the Bank of France, and 
other banks on the Continent, lent at a low rate, and therefore the 
Bank of England should do so. I can see no connexion between 
his premises and conclusion. The Bank of France ought to be 
governed by the market rate of interest and the rate of profits in 
France ; the Bank of England by the market rate of interest and 
the rate of profitin England. One may be very different from the 
other. From the Shole of his argument, I should infer that he 
considered a low rate of interest, in itself, beneficial to a country. 
The very contrary, I imagine, is the truth. A low rate of interest 
is a symptom of a great accumulation of capital; but it is also 
a symptom of a low rate of profits, and of an advancement to a 
stationary state; at which the wealth and resources of a country 
will not admit of increase. As all savings are made from profits, 
as a country is most happy when it is in a rapidly progressive state, 
profits and interest cannot be too high. It would be a poor con- 
solation, indeed, to a country for low profits and low interest, that 
landlords were enabled to raise money on mortgage with diminished 
sacrifices. Nothing contributes so much to the prosperity and 
MA pines of a country as high profits. 

his complaint against the Bank, which comes, I think, with an 
ill grace from a member of Parliament, as representing the public 
interest, might be consistently urged by a Bank proprietor at a 
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general meeting of their body, for it is difficult to account on what 
is of advantage to the concern which they manage the 

irectors can think it right to lend their proprietors’ money at 3 
per cent. to Government* when they could obtain.4 per cent. from 
other borrowers; but with this the public have no concern, and 
they and their proprietors should be left to settle this matter as 
they please. 


SECTION VI. 
On the Effects of a Low Value of Corn on the Rate of Profits. 


WHEN I use the term—a low value of corn, I wish to be clearly 
understood. I consider the value of corn to be low, when a large 
quantity is the result of a moderate quantity of labour. In pro- 

ortion, as for a given quantity of labour a smaller quantity of corn 
18 obtained, corn will rise in value. In the progress of society there 
are two opposite causes operating on the value of corn; one, the 
increase of population, and the necessity of cultivating, at an 
increased charge, land of an inferior quality, which always occasions 
a rise in the value of corn ; the other, improvements in agriculture, 
or the discovery of new and abundant foreign markets, which always 
tend to lower the value. Sometimes one predominates, sometimes 
the other, and the value of corn rises or falls accordingly. 

In speaking of the value of corn, I mean something rather different 
from its price—when its value rises, its price generally rises, and 
would always do so, if money, in which price is uniformly estimated, 
were invariable in value. But corn may not vary as compared 
with all other things—it may not be the result of either more or 
less labour, and yet it may rise or fall in price, because money may 
become more plentiful and cheap, or more scarce and dear. Nothing 
is of so little importance to the community collectively, as an altera- 
tion in the price of corn, caused by an alteration in the value of 
money merely ; nothing of greater importance, as far as its prone 
and its wealth are concerned, than a rise or fall in the price of corn, 
when money continues of a fixed and invariable value. We will 
suppose money to continue at a fixed and invariable value, that we 
may ascertain the effects of a rise or fall in the value of corn ; which, 
on this supposition, will be synonymous with a rise or fall in its price. 

Corn being one of the chief articles on which the wages of 
labour are expended, its value to a great degree, regulates wages. 
Labour itself is subject to a fluctuation of value in the same 


* The Bank are now in advance many millions to the Government on exchequer 
bills at 3 per cent., besides the fixed advance of their capital, also at 3 per cent., 
which latter they are, by their charter, obliged to lend at that rate of interest. 
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manner as every thing which is the subject of demand and supply, 
but it is also particularly affected by the price of the necessaries of 
the labourer ; and corn, as I have already observed, is amongst the 
principal of those necessaries. In a former section I have endea- 
voured to show, that a general rise of wages will not raise the 

rices of commodities on which labour is expended. If wages rose 
in one trade, the commodity produced in that trade must rise, to 
place the producer of it on a par with all other trades; but when 
wages affect all producers alike, a rise in the value of all their com- 
modities must, as I have on a former occasion remarked, be a 
matter of great indifference to them, as whether they were all at a 
high price or all at a low price, their relative values would be the 
same, and it is the alteration of their relative values only which 
gives to the holders of them a greater or less command of goods. 
Every man exchanges his goods, finally, for other goods, or for 
labour, and he cares little whether he sells his own goods at a high 
price, if he is obliged to give a high price for the goods he purchases, 
or sells them at a low price, if, at the same time, he can also pro- 
cure the goods he wants at a low price. In either case his enjoy- 
ments are the same. 

With a permanently high price of corn, caused by increased labour 
on the land, wages would be high ; and, as commodities would not 
rise on account of the rise of wages, profits would necessarily fall. 
If goods worth 10002. require at one time labour which cost 800/., 
and at another the price of the same quantity of labour is raised to 
900/., profits will fall from 2004. to 1002. Profits would not fall in 
one trade only, but in all. High wages, when general, equally 
affect the profits of the farmer, the manufacturer, and the mer- 
chant. There is no other way of ag profits up but by keeping 
wages down. In this view of the law of profits, it will at once be 
seen how important it is that so essential a necessary as corn, 
which so powerfully affects wages, should be at a low price; and 
how injurious it must be to the community generally, that, b 
prohibitions against importation, we should be driven to the culti- 
vation of our poorer lands to feed our augmenting population. 

Besides the impolicy of devoting a greater portion of our labour 
to the production of food than would otherwise be necessary, 
thereby diminishing the sum of our enjoyments and the power of 
saving, by lowering profits, we offer an irresistible temptation to 
capitalists to quit this country, that they may take their capitals 
to places where wages are low and profits high. If landlords could 
be sure of the prices of corn remaining steadily high, which happily 
they cannot be, they would have an interest opposed to every other 
class in the community ; for a high price, proceeding from diff- 
culty of production, is the main cause of the rise of rent: not that 
the rise of rent, the advantage gained by the landlord, is an equiva- 
lent for the disadvantage imposed on the other classes of the 
community, in being prevented from importing cheap com; we 
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have not that consolation : for to give a moderate advantage to one 
class, a most oppressive burthen must be laid on all the other 
classes. 

This advantage to the landlords themselves would be more 
apparent than real; for, to complete the advantage, they should be 
ab e to calculate on steady as well as high prices. Nothing is so 
injurious to tenants as constantly fluctuating prices, and under a 
system of protection to the landlord, and prohibition against the 
importation of foreign corn, tenants must be exposed to the most 
injurious fluctuations of profits, as I shall attempt to show in the 
next section. When the profits of a farmer are high, he is induced 
to live more profusely, and to make his arrangements as if his good 
fortune were always to continue; but a reverse is sure to come: he 
has then to suffer from his former improvidence, and he finds him- 
self entangled in expenses, which render him utterly unable to fulfil 
his engagements with his landlord. 

The landlord's rent is, indeed, nominally high, but he is frequently 
in the situation of not being able to realize it ; and little doubt can 
exist, that a more moderate and steady price of corn, with regular 
profits to the tenant, would afford to the landlord the best security 
for his happiness and comfort, if not for the receipt of the largest 
amount of rent. 

It appears, then, that a high but steady price of corn is most 
advantageous to the landlord; but, as steadiness in a country 
situated as ours, is nearly incompatible with a price high in this 
country, as compared with other countries, a more moderate price 
is really for his interest. Nothing can be more clearly established, 
than that low prices of corn are for the interest of the farmer, and 
of every other class of society; high prices are incompatible with 
low wages, and high wages cannot exist with high profits. 

I must here notice an error, which has been supported by one of 
those, whose talents give them great authority in the place where 
the opinion was delivered; it is, that though the manufacturer has 
it in his power to raise the price of his commodity when it is taxed, 
and even, on some occasions, to profit by its being taxed, yet the 
farmer cannot so indemnify himself, and that, consequently, at the 
end of his lease, if not before, the whole weight of the tax must fall 
on his landlord. This is an error of long standing, for it is supported 
by no less an authority than Adam Smith. The subject of rent, 
and the laws by which its fall and rise are regulated, have been 
explained since the time of Adam Smith; and all those men who 
are acquainted with this explanation, are incapable of falling into 
the error. I am not now going into the question of rent; that 
subject has been well elucidated by several able writers. But I 
would ask those who still adhere to Adam Smith’s doctrine, on 
whom the tax on land could fall when it was equal to 3s. per acre, 
if the land cultivated were of the description Bennet by Mr 
Harvey in his evidence, and to which I have already referred ; 
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land for which 1s. 6d. only is paid as rent? The farmer must 
either get lower profits than other farmers who pay higher rents, or 
he must be able to transfer this charge to the consumer. But why 
should he remain in an occupation in which his profits are below 
the profits of all other capitalists in the community? He might 
require time to remove himself from an unprofitable employment ; 
but he would not perseveringly continue in it, more than any other 
person similarly circumstanced in other occupations. 

I have taken the instance mentioned by Mr Harvey, because, as 
he is a practical man, weight will be given to his information; but 
I am myself fully persuaded that a large quantity of corn is raised 
in every country, for the privilege of raising which, no rent whatever 
is paid. Every farmer is at liberty to employ an additional portion 
of capital on his land after all that which is necessary for affording 
his rent, has already been employed. The corn raised with this 
capital, can only afford the usual profits if no rent is paid out of it. 
Impose a tax on producing it, without admitting a compensation 
by a rise of price, and that moment you offer an inducement to the 
withdrawing of that portion of capital from the land, thereby 
diminishing the supply. No point is more satisfactorily established 
in my opinion, than that every tax imposed on the production of 
raw produce fulls ultimately on the consumer, in the same way as 
taxes on the production of manufactured commodities fall on the 
consumers of those articles. 


SECTION VII. 


Under a System of Protecting Duties established with a view to give the Monopoly of 
the Home Market to the Home Grower of Corn, Prices cannot be otherwise t 
fluctuating. 


PROTECTING duties on the importation of corn must always be 
imposed on the supposition that corn is cheaper in foreign countries, 
by the amount of such duties ; and that if they were not imposed, 
foreign corn would be imported. If foreign corn were not cheaper, 
no protecting duty would be necessary, for, under a system of free 
trade, it would not be imported. To the amount, then, of the pro- 
tecting duty, the ordinary and average price of corn must be 
supposed to be higher in the country imposing it than in others, 
and when abundant harvests occur, before any corn can be exported 
from a country so circumstanced, corn must fall from its usual and 
average price, not only by the amount of the duty, but also by the 
further amount of the expenses of exporting the corn. Undera 
system of free trade, the price of corn in two countries could not 
materially differ more than the expenses attending the exportation 
of it from one country to the other ; and therefore, if an abundant 
harvest occurred in either, and was not common to both, after an 
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inconsiderable fall of price, a vent for the superfluous produce would 
be immediately found in exportation. But under a system of pro- 
tecting duties, or of prohibitory laws, the fall in the price of corn 
from an abundant crop, or from a succession of abundant crops, 
must be ruinous to the grower, before he can relieve himself by 
exportation. If we could listen to Mr Webb Hall’s recommenda- 
tion of a fixed duty of 40s. on the importation of foreign corn ; and 
if he be right in supposing that 40s. 1s the difference of the natural 
price of corn in England and in the corn countries, on every occa- 
sion of abundant harvests, corn must actually fall 40s., before it can 
be the interest of any party to export it to the Continent; a fall so 
great that, if the farmers were subjected to it, they would be totally 
unable to pay their rents in abundant seasons, without a great 
sacrifice of capital. 

The same observation is applicable to the present corn law, 
which prohibits importation till the price rises to 80s. The effect 
of this law is to make the price of corn in this country habitually 
and considerably above the price in other countries; and, therefore, 
on occasion of abundant crops, it must fall below the price of those 
other ceuntries, before any relief can be afforded to the grower by 
exportation. Its effect, indeed, in this view, is precisely the same 
ey that of the high fixed duty which we have been already con- 
sidering. 

But the present law has another capital defect, from which the 
system of fixed duties is free. When the average price of wheat 
reaches 80s. per quarter, the ports are now open for three months, 
for an unlimited importation of foreign wheat, duty free. With 
prices somewhat about 40s. per quarter on the Continent, in average 
years, the temptation to import into this country, during the three 
months that the ports are open, must operate to the introduction of 
an enormous quantity. 

During these three months, and for a very considerable time 
afterwards, for the effect cannot cease with the shutting of the ports, 
the home grower and the foreign grower are placed in a state of 
free competition, to the ruin of the former. By prohibitory duties 
he is encouraged to employ his capital on the poorer lands of this 
country, which require a great expense for a small produce; and 
when he has an unusually short crop, and most stands in need of a 
high price, he is all at once exposed to the free competition of the 
grower of corn on the Continent, to whom a price of 40s. would be 
amply sufficient to compensate him for the whole cost of production. 
A system of fixed duties protects the farmer against this particular 
danger, but it leaves him exposed, in the same degree as on the 
present system, to all the evils which arise from abundant crops, 
and which can never fail to accompany every plan of a corn law, 
which shall elevate the price of corn in the country in which they 
prevail, considerably above the level of the prices of other coun- 
tries. 
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It must not be supposed, however, that to obviate this difficulty, 
the importation of corn should be at all times allowed without the 
payment of any duty whatever; that is not, under our circumstances, 
the course which r should recommend. I have already shown in 
Section III., that with a view to the real interest of the consumer, in 
which the interests of the whole community are, and ever must be, 
included, whenever any peculiar tax falls on the produce of any one 
commodity, from the effects of which all other producers are ex- 
empted, a countervailing duty to that amount, but no more, should 
on every just principle be imposed on the importation of such com- 
modity ; and, further, that a drawback should be allowed, to the 
same amount also on the exportation of the like commodity. If, 
before any taxation, the remunerating price of wheat was 60s. per 
quarter, both in England and on the Continent, and in consequence 
of the imposition of a tax, such as tithes, falling exclusively on the 
farmer, and not on any other producer, wheat was raised in England 
to 70s., a duty of 10s. should be also imposed on the importation of 
foreign corn. ‘This tax on foreign corn, and on home corn also, 
should be drawn back on exportation. However large the aggregate 
amount might be of the drawback given to the exporter, it would 
only be returning to him a tax which he had before paid, and which 
he must have to place him in a fair state of competition in the 
foreign markets, not only with the foreign producer, but with his 
own countrymen who are producing other commodities. It is 
essentially different from a bounty on exportation, in the sense that 
the word bounty is usually understood ; for by a bounty is generally 
meant a tax levied on the people for the purpose of rendering corn 
unnaturally cheap to the foreign consumer, whereas, what I propose, 
is to sell our corn at the price at which we can really atford to 
produce it, and not to add to its price a tax which shall induce the 
foreigner rather to purchase it from some other country, and deprive 
us of a trade, which, under a system of free competition, we might 
have selected. 

The duty which I have here proposed is the only legitimate 
countervailing duty, which neither offers inducements to capital to 
quit a trade, in which for us it is the most beneficially employed, 
nor holds out any temptations to employ an undue proportion of 
capital in a trade to which it would not otherwise have been des- 
tined. The course of trade would be left precisely on the same 
footing as if we were wholly an untaxed country, and every person 
was at liberty to employ his capital and skillin the way he should 
think most beneficial to himself. We cannot now help living under 
a system of heavy taxation, but to make our industry as productive 
to us as possible, we should offer no temptations to capitalists, to 
employ their funds and their skill in any other way than they would 
have employed them if we had had the good fortune to be untaxed, 
and had been permitted to give the greatest development to our 
talents and industry. 
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The Report of the Committee on Agricultural Distress in 1821, 
contains some excellent statements and reasonings on this subject. 

To that important document I can with confidence refer, in 
support of the principles which I am endeavouring to lay down on 
the impolicy of protecting corn laws. The arguments in it in 
favour of freedom of trade appear to me unanswerable; but it must 
be confessed, that in that same Report, recommendations are made 
utterly inconsistent with those principles. 

After condemning restrictions on trade, it recommends measures 
of permanent restriction ; after showing the evils resulting from 
prematurely taking poor lands into cultivation, it countenances a 
system which, at all sacrifices, is to keep them in tillage. In prin- 
ciple, nothing so odious as monopoly and restriction; in practice, 
nothing so salutary and desirable. 

The Committee on Agriculture this year avoid taking any notice 
of the sound doctrines entertained by the last Committee, but have 
founded their whole Report on the erroneous ones; and conclude 
their recommendations to the House in the following words :—* If 
the circumstances of this country should hereafter allow the trade 
in corn to be permanently settled upon a footing constantly open 
to all the world, but subject to such a j5 and uniform duty as might 
compensate to the British grower the difference of expense at which his 
corn can be raised and brought to market, together with the fair vate of 
profit upon the capital employed, compared with the expense of pro- 
duction, and other charges attending corn grown and imported from 
abroad, such a system would, in many respects, be preferable to any 
modification of regulations depending upon average prices, with an 
ascending and descending scale of duties ; because it would prevent 
the effects of combination and speculation, in endeavouring to raise 
or depress those averages, and render immaterial those inaccuracies 
which, from management or negligence, have occasionally produced, 
and may again produce such mischievous effects upon our market ; 
but your Committee rather look forward to such a system as fit to 
be kept in view for the ultimate tendency of our law, than as prac- 
ticable within any short or definite period." 

The system which we are to keep in view for the ultimate ten- 
dency of our law, we are told, is one of a fixed duty; but on what 
Mese is the fixed duty to be calculated? not on that which I 

ave endeavoured to show is the only sound one, namely, that the 
duty should accurately countervail the peculiar burthens to which 
the grower of corn is subject, but a fixed duty which should com- 
pensate to the British grower the difference of expense at which 
his corn can be raised and brought to market, compared with the 
expense of production, and other charges attending corn grown 
and imported from abroad. Instead of holding out any hope to 
the consumer that we shall at any future time legislate on a principle 
which shall enable him to purchase corn at as cheap a price as 
British industry shall be enabled to obtain it for him,—instead of 

HH 
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iving any security to the British capitalist that wages shall not 
be unnaturally raised in this country, by obliging the labourer to 
purchase corn at a dear, and not at a cheap rate—a security so 
essential to the keeping up the rate of profits, ——instead of bidding 
the farmer look forward to a time when he will be spared from the 
fluctuations in the price of the commodity which he raises, and 
which are so destructive to his interests, we are told that the 

resent mode in which the price of corn is kept in this country 
habitually and considerably above its price in other countries, is 
not, perhaps, the best mode of effecting that object, as it may be 
more conveniently done by means of a fixed duty instead of a 
varying duty; but, at any rate, corn is to be rendered habitually 
and considerably dearer in this country than in others. A duty 
calculated upon the principle of the Committee cannot fail to 
perpetuate a difference of price between this and other countries, 
equal to the difference of expense of growing corn in this country 
beyond the expense of growing it in others. If we had not alread 
pushed the endeavour of providing food for ourselves too far,—if 
we had not, by our own acts, madethe expense of growing corn in 
this country greater than in others, such a law would be nugatory, 
because no difference of expense would exist. Is it not, then, in 
the highest degree absurd first to pass a law, under the operation of 
which the necessity is created of cultivating poor lands, and then, 
having so cultivated them at a great expense, make that additional 
expense the ground for refusing ever to purchase corn from those 
who can afford to produce it at a cheaper price? I can produce a 
quantity of cloth which affords me a remunerating price at 602., 
which i sell to a foreign country, if I will lay out the proceeds 
in the purchase of thirty quarters of wheat at 2/. per quarter; but 
I am refused permission to do so, and am obliged, by the operation 
of a law, to employ the capital which yielded me 60/. in cloth, in 
raising fifteen quarters of wheat at 4/. per quarter. 

The exchange of the cloth for wheat,—the production of the 
cloth is wholly prevented by the countervailing duty of 2l. per 
quarter on the importation of wheat, which obliges me to raise the 
corn, and prevents me from employing my capital in the making of 
cloth for the purpose of exchanging it for wheat. 

It is true, indeed, that in both cases I raise a commodity worth 
60L, and to those who look only at money, and not money's 
worth, either of these employments of my capital appears eauslly 

roductive; but a moment’s reflection will convince us that there 
18 the greatest difference imaginable between obtaining (with the 
same quantity of labour, mind) thirty quarters of wheat, and fifteen 
quarters, although either should, under the circumstances eupposed, 
be worth 60. 

If the principle recommended by the Committee were consistently 
followed, there is no commodity whatever which we can raise at 
home which we should ever import from abroad; we should cul- 
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tivate beet-root, and make our own sugar, and impose a duty on 
the importation of sugar equal to the difference of expense of 
growing sugar here, and growing it in the East or West Indies. 
We should erect hot-houses, and raise our own grapes for the 
purpose of making wine, and protect the maker of wine by the 
same course of policy. Either the doctrine is untenable in the 
case of corn, or it is to be justified in all other cases. Docs the 
purchaser of a commodity ever inquire concerning the terms on 
which the producer can afford to raise or make it? His only con- 
sideration is the price at which he can purchase it. When he 
knows that, he knows the cheapest mode of obtaining it; if he 
can himself produce it cheaper than he can purchase it, he will 
devote himself to its production rather than to the production 
of the commodity with which he, in fact, must otherwise pur- 
chase it. 

But there are persons, and of the number of those, too, who are 
considered of authority on these matters, who say this reasoning 
would be correct if we were about to employ capital on the land 
with a view to obtain more corm, that then it would undoubtedly 
be wise to consider whether we could purchase it from abroad 
cheaper than we could grow it at home, and govern our proceedings 
accordingly; but that, when capital has been expended on the land, 
it is quite another question, since much of that capital would be 
lost, if we then resolved rather to import cheap corn from abroad 
than grow it at a dear price at home. That some capital would be 
lost cannot be disputed, but is the possession or preservation of 
capital the end, or the means? ‘The means, undoubtedly. What 
we want is an abundance of commodities, and if it could be proved 
that, by the sacrifice of a part of our capital, we should augment 
the annual produce of those objects which contribute to our enjoy- 
ment and happiness, we ought not, I should think, to repine at the 
loss of a part of our capital. 

Mr Leslie has invented an ingenious apparatus, by the use of 
which we might fill our ice-houses with ice. Suppose a capital of 
half a million were expended on these machines, would it not 
nevertheless, be wise in us to get our ice, without any expense, 
from the frozen ponds in our neighbourhoods, rather than employ 
the labour, and waste the acid or other ingredients in the manufac- 
ture of ice, although, by so doing, we should for ever sacrifice the 
500,0007. which we had expended on air-pumps? 

In this recommendation, which must have the effect of perpe- 
tuating the difference between the price of corn here and its price 
in other countries, we should naturally conclude that the Com- 
mittee did not admit the evils which from time to time must thence 
inevitably arise in this country. Quite the contrary; they admit 
them to the fullest extent, and they refer to the statements made 
on that subject in a former report, for the purpose of expressing 
their approbation of the reasoning which is founded on them. 
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They say, * The excessive inconvenience and impolicy of our present 
&ystem have been so fully treated and so satisfactorily exposed in 
the report already alluded to (pp. 10 and 12,) that it is unneces- 
sary to do more than to refer to it, adding only, that every thing 
which has happened subsequent to the presentation of that report, 
as well as all our experience since 1815, has more and more tended 
to demonstrate how little reliance can be placed upon a regulation 
which contains an absolute prohibition up to a certain price, and an 
unlimited competition beyond that price; which, so far from 
affording steadiness to our market, mcy at one time reduce prices, 
already too low, still lower than they might have been even under a 
free trade; and at another, unnecessarily enhance the prices already 
too high, which tends to aggravate the evils of scarcity, and render 
more severe the depression of profits from abundance." 

Here the two evils of our corn law are very fairly stated; and 
against one of them, that of unlimited competition beyond the price 
of 80s., a remedy, though by no means the best which might have 
been temporarily established, is recommended ; but, instead of 
suggesting any means of alleviatmg or remedying the other evil, 
proceeding from abundance, which 1s so fully acknowledged, mea- 
sures are recommended for immediate and temporary adoption ; and 
others are suggested as desirable to be at a future time permanently 
adopted, which cannot fail to perpetuate this evil, because they 
cannot fail to make the price of corn constantly and considerably 
higher in this than in any other neighbouring country. 

One of the grounds advanced for high duties on the importation 
of corn is, that the manufacturer is protected by high duties against 
the competition of the foreign manufacturer, and that the cultivator 
of the soil should have a similar protection against the foreign grower 
of corn. To this it is impossible to give an answer in language 
more satisfactory than has been done by Lord Grenville. 

* [f the measures which had formerly been adopted for the pro- 
tection of trade and manufactures were right, let them be continued ; 
if wrong, let them be abrogated; not suddenly, but with that 
caution with which all policy, however erroneous, so engrafted into 
our usage by time, should be changed ; but let it be consecrated as 
a principle of legislation, that in no case should the grounds for 
advising the Legislature to afford any particular protection, rest 
on the protection which might have been afforded in any other 
quarter. In fact, he could not well conceive how the noble earl 
could argue, that measures which he admitted to have been wrong 
with respect to manufactures, would nevertheless be right with 
respect to agriculture. 

“It would be an extraordinary mode of doing justice, thus to 
declare that, because a large, the largest, part of the community 
were already oppressed by favours shown to one particular class, 
they should be still farther oppressed by favours shown to another 
particular class.”— Speech, March 15, 1815. 
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If any thing more is required against this pretension of protection 
for the land, it is furnished in the following passage of the Report 
of the Agricultural Committee of last year :— 

“They (the Committee) observe, that one of the witnesses, in 
order to illustrate his ideas and the wishes of the petitioners, has 
furnished a table of the duties payable on foreign manufactured 
articles, of which several are subject to duties of excise in this 
country ; and upon which the importation duty, as, for instance, 
upon the article of glass, is imposed in a great measure to counter- 
vail the duty upon that article manufactured in this kingdom. 

* But the main ground upon which your Committee are disposed 
to think that the House will look with some mistrust to the sound- 
ness of this principle, is—first, that it may be well doubted whether 
(with the exception of silk) any of our considerable manufactures 
derive benefit from this assumed protection in the markets of this 
country: for how could the foreign manufactures of cotton, of 
woollens, of hardware, compete with our own in this country, when 
it is notorious that we can afford to undersell them in the products 
of those great branches of our mttnufacturing industry, even in their 
own markets, notwithstanding that cotton and wool are subject to 
a direct duty on importation, not drawn back upon their export in 
a manufactured state, as well as to all the indirect taxation, which 
affects capital in these branches, in common with that capital which 
is employed in raising the productions of the soil ?” : 

This is followed by other passages which are excellent, and all 
tend to show, that the protection which manufactures are said to 
possess, is not really afforded them; though, if it were, Lord 
Grenville's argument is conclusive against that being a ground for 
extending protection to agriculture. | 

It is to be hoped that we shall, even in the present session of 
Parliament, get rid of many of these injurious laws; a better spirit 
of legislation appears likely to prevail in the present day ; and that 
absurd jealousy which influenced our forefathers, will give way to 
the pleasing conviction, that we can never, by freedom DP mae 
promote the welfare of other countries without also promoting our 
own. | nm 
The passage from the Report is useful in another respect: it 
shows us that the writer of it understood well what a countervailing 
duty is, and should be; for he states that the duty on the impor- 
tation of glass *is imposed in a great measure to countervail the 
duty upon that article manufactured in this kingdom.” How is 
this paseage to be reconciled with the recommendation in both 
Reports, that, in imposing a duty on the importation of corn, * it 
should be calculated fairly to countervail the difference of expense, 
including the ordinary rate of profit, at which corn, in the present 
state of this country, can be grown and brought to market within the. 
United Kingdom, compared with the expense, including also the 
ordinary rate of profit, of producing it in any of those countries 
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from whence our principal supplies of foreign corn have usually 
been drawn, joined to the ordinary charge of conveying it from 
thence to our markets ?" 


SECTION VIII. 
| On the Project of advancing Money on Loan, to Speculators in Corn, at a low Interest. 


IT is allowed by the Report, that *the universal rule of allowing 
all articles, as much as possible, to find their own natural level, by 
leaving the supply to adjust itself to the demand," discouraged the 
Committee from recommending that Government should employ 
moncy, in making purchases of corn, with a view to sell it when the 
price rose; but the Committee do not appear to have scen that the 
same universal rule, of which they speak with approbation, ought 
to have discouraged them also from recommending that Govern- 
ment should advance money, at a low rate of interest, to persons 
who should purchase wheat, to deposit it in the King's warehouses, 
while it was under 60s. per quarter. 

Will not euch an advance of money at a low rate of interest, and 
for twelve months certain, if the parties desire it, prevent the article 
from “ finding its own level," and “ will the supply be left to adjust 
itself to the demand ?” 

If the cause of the low price of corn be owing to an abundant 
quantity in the country, and not to an abundant quantity hurried 
prematurely to market by the distress of the farmers, the proposed 
remedy will be really mischievous, as in that case we must go 
through the ordeal of low prices, and inereased consumption, which 
is always in a degree consequent on low price, before the supply 
will adjust itself to the demand, and prices become again remuner- 
ative. By the encouragement thus given to storing corn for a 
twelvemonth, the period of glut may be retarded, but it must come 
at last. On the other supposition, that from alarm or distress more 
than a due portion of corn is prematurely sent to market, and that 
before the next harvest the whole supply will, in consequence, prove 
deficient, and the price will rise; I must observe, that sharp-sighted 
individuals, prompted by a regard to their interest, can discover 
this, if it be so, with more certainty than Government. Money is 
not wanted to purchase the wheat thus unduly brought to market ; 
nothing is required but a conviction of the probability ofa diminished 
supply, or an increased demand, and a probable rise of price, to 
awaken the spirit of speculation. If there were any well-founded 
opinion of such a rise, we should soon witness a more than usual 
activity among the corn-dealers. When there was a prospect of 
continued wet weather, just before the harvest of last year, did we 
not see an immediate spring in the price of corn? On what was 
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such rise founded, but on an anticipation of probable scarcity, and 
an increased price? If, then, there be any good foundation for a 
probable deficiency before the wheat of the next harvest comes into 
use, individuals will be found to speculate without any encourage- 
ment from Government; the difference between a rate of interest 
of 3 per cent. and of 5 per cent. must be of little importance in 
such a transaction, and as far as the public is concerned may be 
wholly neglected, when we are considering the advantages of such 
& measure. 

It has been said that similar advances have been made to the 
commercial interest on more than one occasion, why then should 
the agricultural interest be excluded from a similar bencfit? In 
the first place, I doubt whether the measure be justifiable in any 
case whatever; but it cannot be disputed that the commercial class 
made their application for this indulgence under very different cir- 
cumstances from the agricultural class. 

The commercial class are liable to stagnation of business; a 
market for which they have prepared their goods may, during war 
(and it is only during war that such advances have been made) be 
shut against them. On the probability of selling their goods, they 
have given bills which are becoming due, and their character and 
fortune depend on fulfilling their engagements. All they want is 
time; by forbearing to produce more of the commodity for which 
there is a diminished demand, they are sure, though probably with 

eat loss, to dispose of their articles. Is the situation of the 
armer any thing like this? Has he any bills becoming due? Do 
all his future transactions depend on his momentarily sustaining his 
credit? Are markets ever wholly shut against him? Is it a mere 
supply of money to meet his bills that he requires? The cases are 
most widely different, and the analogy which is attempted to be 
set up between them fails in every particular. 


SECTION IX. 


Can the present State of Agricultural Distress be attributed to Taxation. 


THE present distress is caused by an insufficient price for the 
produce of the land, which it appears impossible, with atl degree 
of fairness, to ascribe to taxation. Taxation is of two kinds, it 
either falls on the producer of a commodity in his character of 
producer, or it falls on him as a consumer. When a farmer has 
to pay an agricultural horse-tax, tithes, land-tax, he is taxed as a 
pum and he seeks to repay himself, as all other producers do, 

y imposing an additional price, equivalent to the tax, on the com- 
modity which he produces. It is the consumer, then, that finally 
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ys the tax, and not the producer, as nothing can prevent the 
latter from transferring the tax to the consumer, but the produc- 
tion of too great a quantity of the commodity for the demand. 
Whenever the price of a commodity does not repay to the producer 
all the charges of every description which he is obliged to incur, 
it fails to give him a remunerating price; it places him undera 
disadvantage, as compared with the producers of other commodi- 
ties; he no longer gets the usual and ordinary profits of capital, 
and there are only two remedies by which he can be relieved : 
one, the diminution of the quantity of the commodity, which will 
not fail to raise its price, if the demand do not at the same time 
diminish ; the other, the relieving him from the taxes which he 
pays as a producer. The first remedy is certain and efficacious ; 
the second is of a more doubtful description, because, if the price 
of the commodity did once remunerate the producer, after the tax 
was imposed, it could only fall afterwards from increased supply, 
or diminished demand. 

The repeal of the tax will not diminish quantity; and if it 
does not further lower the price, it will not increase demand. If 
the price falls still lower, then the repeal of the tax will not afford 
relief to the producer. It is only in the case of the commodity 
falling no lower, although the producer is relieved from one of the 
charges of production, that he can be said to be benefited by the 
repeal of a tax on production; and a very reasonable doubt may 
be entertained, whether the competition of the sellers may not 
further diminish the price of the commodity in consequence of the 
repeal of the tax. That taxes on production may be the cause 
of an excess of the supply above the demand, is true, when the 
tax is a new one, and when the consumers are unwilling to re-pay, 
in the additional price, the additional charge imposed on the pro- 
ducer. But this is not the case in this country at the present 
moment; the taxes are not new ones; the prices of raw produce 
were sufficiently high, notwithstanding the taxes, to afford a remu- 
nerating price to the producer; and no doubt can exist, that if 
there had been no such taxes, raw produce would have been con- 
siderably lower than it now is. The same cause which made wheat 
fall from 80s.to 60s., or 25 per cent., would have madeit fall from 60s. 
to 45s., if, in consequence of fewer taxes on the land, 60s. and not 
80s. had been the ordinary average price. Some of the charges of 
production have actually been diminished, while there is every 
reason to conclude, that the quantity consumed by the people has 
been increasing. 

The alteration in the value of money has been generally supposed 
to be favourable to the working classes, as their money wages are 
said not to have fallen in proportion to the increased value of money, 
and the fall in the price of necessaries. Their condition is then 
bettered, and their power of consuming increased; but prices can 
never stand against a great augmentation of quantity, and therefore 
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there is no other rational solution of the cause of the fall of agricul- 
tural produce but abundance. 

Taxes on consumers affect consumers generally, and will in no 
way account for the distress of a particular class, or for an insuffi- 
cient price of the commodity which they grow or manufacture. 
The taxes on candles, soap, salt, &c., &c., are not only paid by 
farmers, but by all persons who consume those commodities. The 
repeal of those taxes would afford relief to all, and not to the agri- 
cultural class particularly. 7 

Those who maintain, that on no reasonable grounds can it be 
shown, that taxation is the cause of agricultural distress and of the 
low price of corn, are sometimes represented as maintaining that a 
repeal of taxes will afford no relief; such aconclusion shows a want 
of candour or of intelligence, for it 1s perfectly consistent to main- 
tain, that taxation is not the cause of some particular distress, and 
at the same time insist that a repeal of taxes would afford relief. 

- When Lord John Russell’s horse falls because he trips over a stone, 
and is enabled to get up again when relieved from the burthen of 
his harness, it would surely be incorrect to say that the horse fell 
because he was burthened with harness; though it would be right 
to assert that the tripping over the stone threw him down, while 
the relief from the confinement of the harness enabled him to get 
up again. d 

For my own part, then, being of opinion that almost all taxes on 
production fall finally on the consumer, I think that no repeal of 
taxes could take place which would have any other effect than to 

relieve consumers generally of a part of the burthens which they 
now bor Although I ain at all times a friend to the most rigid 
economy in the public expenditure, yet I am also convinced, that 
there are causes of distress, to the producers of a particular com- 
modity, arising from abundant quantity, from which no practicable 
repeal of taxes could materially relieve, particularly if the commo- 
dity be agricultural produce, and if its ordinary price be kept above 
the level of the prices of other countries by restrictions on impor- 
tation. 

Against such distress no country, and more particularly no 
country having a bad system of corn laws, is exempted. If we 
were absolutely without any taxes whatever; if the public expendi- 
ture was the most economical possible, and was supported by a 
revenue drawn from lands appropriated for that purpose ; if we had 
no national debt, no sinking fund, we yet should be exposed to a 
destructive fall of price from occasional abundance. It is impossible 
to read Mr Tooke's able evidence before the Agricultural Committee 
of 1821, without being struck with the surprising effects which an 
excess of supply produces on price, and for which there is, in fact, 
no effectual remedy but a reduction of quantity. If there be any 
other remedy, why do not those who complain of the distress, and 
who have been in situations so favourable to make themaelves 
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heard, state it? With the exception of a reduction of taxation, 
new and additional protection against the competition of foreigners 
for every description of agricultural produce, direct purchases to 
be made by Government, or encouragements to others to make 
them, I have heard no remedies suggested; and as to the efficacy 
of these remedies, I must leave that to the readers judgment; 
my own opinion of them having been already most decidedly 
expressed. 

On the causes which have produced the degree of abundance to 
which I attribute all that part of the fall of raw produce since 1819, 
which cannot fairly be ascribed to the alteration in the value ofthe 
currency,*it will not be necessary for me to say much; we are, I think, 
justified in ascribing it to a succession of good crops, to an increasing 
importation from Ireland, and to the increase of tillage which the high 
prices and the obstacles cpposed to importation during the war 
occasioned. Many of the gentlemen who gave evidence ‘before the 
Committee concurred in describing the harvests of 1819 and 1820 
as unusually abundant. Mr Wakefield said on the 5th April 1821, 
“ I think there is a wonderful quantity of corn in the country; I 
now think that there is as much corn left in the country, as gener- 
ally, in common years, there is after harvest." “I think, that if you 
were to have for the next two or three years, fair average crops, it 
would leave you with a great stock in hand." 

Mr Iveson.—* I think the last crop was abundant; the crop of 
1820 was considerably beyond an average." —P. 338. 

Mr J. Brodie.—* The crop in Scotland was very abundant last 
year." 

si The crop of the year before was above an average crop too." 
—P. 327. 

Besides this abundant crop at home, the importations from 
Ireland were unusually great, as will be seen by the following 
account of the importation of oats, wheat, and wheat-flour, the 

roduction of Ireland, imported into Great Britain, which was laid 

fore the Agricultural Committee of 1821. 


Years ending 5th Jan. Oats—Qrs. Wheat—Qrs. Wheat flour—Cwt. 

5th Jan. 1818 594,337 50,842 16,238 

1819 1,001,247 95,677 33,258 

1820 759,608 127,308 92,893 

1821 892,605 351,871 180,375 

For three months. 
From 5th Jan. 1821 

to 5th April 1821 437,245 218,764 99,062 


It will be seen by the above account how greatly the importation 
from Ireland has increased, which, coming in addition to the 
abundant quantity yielded by the harvests of 1819 and 1820, will, 
I think, sufficiently account for the depression of price. 


* To that cause it will have been seen I ascribe a fall of 10 per cent. 
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To trace this abundance to its source is not, however, necessary 
in this case; it is sufficient to show that the low price cannot 
have arisen from any other cause but an increased supply, or a 
diminished demand, to be convinced that the evil admits of no 
other effectual remedy but a reduction of quantity, or an increased 
demand. 

That an abundant quantity has been exposed to sale will be 
shown by the account of the sales in Mark Lane.* It will be 
found, too, that an unusually large quantity has arrived in the port 
of London from ports in Great Britain and Ireland. 

It must, indeed, not be forgotten that the fall of price is attri- 
buted to the abundant quantity actually in the market, and the. 
reasoning founded on the doctrine of abundance being the cause 
of low price would in no degree be invalidated ii, before the next 
harvest, our supply should be found to be below the demand, 
and there should be a great increase of price. We can have no 
unequivocal proof of abundance but by its effects. I believe in the 
existence of an abundant quantity, but I should not think my 
argument in the least wegkened if corn should, before next harvest, 
rise to 80s. per quarter. 


CONCLUSION. 


Havine disposed of most of the subjects which are intimately 
connected with the question of the policy which it would be wise 
for this country to adopt, respecting the trade in corn, I shall 
briefly recapitulate the opinions which will be found more at large 
in various parts of this inquiry. 

The cause of the present low price of agricultural produce is 
partly the alteration 1n the value of the currency, and mainly, an 
excess of supply above the demand. To Mr Peel’s bill, even in 
conjunction with the operation of the Bank, no greater effect on 
the price of corn can, with any fairness, be attributed than 10 per 
cent., and to that amount the far greatest part of the taxation of 
the country has been increased; but this increased taxation does 
not fall on the landed interest only ; it falls equally on the funded 
interest, and every other interest in the country. Suppose the 
land to pay one half of the whole taxation of the country, after 
deducting that part of the expenditure which depends on the value 
of money, and which would therefore be augmented in proportion 
as money fell in value, the whole increase of taxation which, since 
1819, has fallen upon the landed interest, taking tenants and land- 
lords together, cannot have exceeded 2 millions; but, suppose it 


* See Appendix B. 
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4 millions per annum,* is 4 millions per annum the amount of ‘the 
whole loss sustained by landlords and tenants together by the fall 
in the price of agricultural produce? Impossible; because, by the 
allegations of the landed interest, all rent is now paid from capital, 
leaving nothing for profit; and, therefore, if the only cause of 
distress be the alteration in the value of the currency, 4 millions 
must have constituted all the net income both of landlords and 
tenants before such alteration—a proposition which no man would 
venture to sustain. To what other cause, then, is the distress to 
be attributed? "To what other cause are we to ascribe the extreme 
depression of all agricultural produce? The answer is, I think, 
plain, intelligible, and satisfactory ;—to the general prevalence of 
abundance, arising from good crops, and large importations from 
Ireland. 

This fall has been increased by the operation of the present corn 
laws, which have had the effect of driving capital to the cultivation 
of poor lands, and of making the price of corn in average years in 
this country greatly to exceed the price in other countries. The 
price, under such circumstances, must be high, but in proportion 
as it is raised, so is it liable to a greater fall; for, in abundant 
seasons, the whole increased quantity gluts our own market, and if 
it be above the quantity which we can consume, rapidly depresses 
the price, without our having any vent from exportation, till the 
fall of price is ruinous to the interests of farmers, who are never so 
secure as when the resource of exportation can be easily had 
recourse to. 

To obviate, as far as is practicable, this enormous evil, all undue 
protection to agriculture should be gradually withdrawn. The 
policy which we ought at this moment of distress to adopt, is to 
give the monopoly of the home market to the British grower till 
corn reaches 70s. per quarter. When it has reached 70s., all fixed 
price and system of averages should be got rid of, and a duty of 
20s. per quarter on the importation of wheat, and other grain in 
proportion, might be imposed. 

his change would do but little in protecting us from the effects 
of abundant crops, but it would be greatly beneficial in preventing 
an unlimited importation of corn when the ports were opened. 
Under the payment of a fixed duty, corn would be imported only 
in such quantities as it might be required, and as no one would 
fear the shutting of the ports, no one would hurry corn to this 
country till we really wanted it. Against the effects of glut, 
caused by an unlimited supply from oa: we should be then 
amply protected. 


* The whole amount of taxes paid to the public creditor and sinking fund, is 
36 millions; suppose the other fixed charges to be 4 millions, then the whole taxation 
on which the altered value of money has operated, ia 40 millions. I estimate the 
increase 10 per cent., or 4 millions, which falls on all classes—landlords, merchants, 
manufacturers, labourers, and, though last not least, stockholders. 
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This measure, however, although a great improvement on the 
rm corn law, would be very deficient if we proceeded no 
arther. To establish measures which should at once drive capital 
from the land would, under the present circumstances of the 
country, be rash and hazardous, cad, therefore, I should propose 
that the duty of 20s. should every year be reduced 1s. until it 
reached 10s. We should also allow a drawback of 7s. per quarter 
on the exportation of wheat; and these should be considered as 
permanent measures. 

A duty of 10s. per quarter on importation, tq which I wish to 
approach, is, I am sure, rather too high as a countervailing duty 
for the peculiar taxes which are imposed on the corn grower, over 
and above those which are imposed on the other classes of producers 
in the country ; but I would rather err on the side of a liberal 
allowance than of a scanty one, and it 1s for this reason that I do 
not propose to allow a drawback quite equal to the duty. As far 
as the producer of corn was concerned, when the duty had fallen 
to 10s., the trade would to him have all the advantages of a free 
trade, within the trifling amount of 3s. per quarter. Whenever 
his crops were abundant, he could be relieved by exportation, after 
a very moderate fall of price, unless, indeed, the abundance and 
fall were general in all countries ; but, at any rate, the price of his 
corn would be nearer the general rate of prices of the rest of the 
world by 20s. or 25s. than it is under the existing regulations, and 
this alteration would be invaluable to him. 

Before I conclude, it will be proper to notice an objection which 
is frequently made against freedom of trade in corn, viz. the 
dependence in which it would place us for an essential article of 
sube cüco on foreign countries. This objection is founded on the 
supposition that we should be importers of a considerable portion 
of the quantity which we annually consume. 

In the first place, I differ with those who think that the quantity 
which we should import would be immense; and, in the second, if 
it were as large as the objection requires, I can see no danger as 
likely to arise from it. 

From all the evidence given to the Agricultural Committee, it 
appears that no very great quantity could be obtained from abroad, 
without causing a considerable increase in the remunerating price 
of corn in foreign countries. In proportion as the quantity required 
came from the interior of Poland and Germany, the cost would be 
greatly increased by the expenses of land carriage. To raise a 
larger supply, too, those countries would be obliged to have recourse 
to an inferior quality of land, and, as it is the cost of raising corn 
on the worst soils in cultivation, requiring the heaviest charges, 
which regulates the price of all the corn of a country, there could 
not be a great additional quantity produced without a rise in the 
price necessary to remunerate the foreign grower. In proportion 
as the price rose abroad, it would become advantageous to cultivate 
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poorer lands at home; and therefore, here is every probability 
that, under the freest state of demand, we should not be importers 
of any very large quantity. 

But suppose the case to be otherwise, what danger should we 
incur from our dependence, as it is called, on foreign countries for 
a considerable portion of our food? If our demand was constant 
and uniform, which, under such a system, it would undoubtedly be, 
a considerable quantity of corn must be grown abroad expressly for 
our market. It would be more the interest, if possible, of the 
countries so growing corn for our use, to oppose no obstacles to its 
reaching us, than it would be ours to receive it. 

Let us look attentively at what is passing in this country before 
our eyes. Do we not see the effects of a small excess of quantity 
on the price of corn? What would be the glut if England habitually 
raised a considerable additional quantity for foreign consumption ? 
Should we be willing to expose our farmers and landlords to the 
ruin which would overwhelm them if we voluntarily deprived them 
of the foreign market, even in case of war? I am sure we should 
not. Whatever allowance we may make for the feelings of enmity, 
and for the desire which we might have to inflict suffering on our 
foe by depriving him of part of his usual supply of food, I am sure 
that at such a price as it must be inflicted, in the case which I am 
supposing, we should forbear to exercise such a power. If such 
would be our policy, so would it also be that of other countries in 
the same circumstances; and I am fully persuaded that we should 
never suffer from being deprived of the quantity of food for which 
we uniformly depended on importation. 

All our reasoning on this subject leads to the same conclusion, 
that we should, with as little delay as possible, consistently with a 
due regard to temporary intereste, establish what may be called a 
substantially free trade in corn. The interests of the farmer, con- 
sumer, and capitalist, would all be promoted by such a measure ; 
and, as far as steady prices and the regular receipt of rents is more 
advantageous to the landlord than fluctuating prices and irregular 
receipt of ‘rents, I am sure his interest well understood would lead 
to the same conclusion; although I am willing to admit, that the 
average money rents, to which he would be entitled if his tenants 
could fulfil their contracts, would be higher under a system of 
restricted trade. 


APPENDIX. 
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REPRESENTATION, AGREED UPON THE 20TH DAY OF MAY 1819, BY THE DIRECTORS OP 
THE BANK OF ENGLAND, AND LAID BEFORE THE CHANCELLOR OF THE EXCHEQUER. 
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Ordered by the House of Commons to be Printed, 21st May 1819. 


At a Court of Directors at the Bank, on Thursday, 20th May 1819. 


Tue DrnEcTORS of the Bank of England, having taken into their most serious consi- 
deration the Reports of the Secret Committees of the two Houses of Parliament, 
appointed to inquire into the state of the Bank of England with reference to tho 
expediency of the resumption of cash payments at the period now fixed, have thought 
it their duty to lay before His Majesty's Ministers, as early as possible, their sentiments 
with regard to the measures suggested by these Committees, for the approbation of 
Parliament. 

In the first place, it appears that, in the view of the Committees, the measure of the 
Bank recommencing cash payments on the 5th of July next, the time prescribed by 
the existing law, * is utterly impracticable, and would be entirely inefficient, if not 
ruinous." 

Secondly, It appears that the two Committees havc come to their conclusion at a 
period when the outstanding notes of the Bank of England do not much exceed 
25,000,000/.; when the price of gold is about 4l. 1s. per ounce; and when there is 
great distress from the stagnation of commerce, and the fall of prices of imported 
articles. 

It must be obvious to His Majesty's Ministers, that as long as such a state of things 
shall last, or one in any degree similar, without either considerable improvement on 
one side, or growing worse on the other, the Bank, acting as it does at present, and 
keeping its issues nearly at the present level, could not venture to return to cash 
payments with any probability of benefit to the public, or safety to the establishment. 

he two Committees of Parliament, apparently actuated by this consideration, have 
advised that the Bank shall not open payments in coin for a period of four years, but 
shall be obliged, from the 1st of May 1821, to discharge their notes in standard gold 
bullion, at Mint price, when demanded in sums not amounting to less than thirty 
ounces. And, as it appears to the Committees expedient that this return to pay- 
ments at Mint price should be made gradually, they propose that, on the first day 
of February next, the Bank should pay their notes in bullion, if demanded in sums 
not less than sixty ounces, at the rate of 4/. 18. an ounce, and from the 1st of October 
1820 to the 1st of May following, at 3l. 19s. 6d. an ounce. 

If the Directors of the Bank have a true comprehension of the views of the Com- 
mittees in submitting this scheme to Parliament, they are obliged to infer, that the 
object of the Committees is, to secure, at every hazard, and under every possible varia- 
tion of circumstances, the return of payments in gold, at Mint price, for bank notes, 
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at the expiration of two years; and that this measure is so to be managed, that the 
Mint price denominations shall ever afterwards be preserved, leaving the market or 
exchange price of gold to be controlled by the Bank, solely by the amount of their 
issue of notes. 

It further appears to the Directors, with regard to the final execution of this plan, 
and the payment of bank notes in gold at Miut price, that discretionary power is to be 
taken away from the Bank; and that it is merely to regulate its issues, and make 
purchases of gold, so as to be enabled to answer all possible demands, whenever its 
treasury shall be again open for the payment of its notes. 

Under these impressions, the Directors of the Bank think it right to observe to His 
Majesty's Ministers, that being engaged to pay on demand their notes in statutable coin, 
at the Mint price of 3l. 17s. 104d. an ounce, they ought to be the last persons’ who 
should object to any measure calculated to effect that end ; but as it is incumbent on 
them to consider the effect of any measure to be adopted, as operating upon the general 
issue of their notes, by which all the private banks are regulated, and of which the whole 
currency, exclusive of the notes of private bankers, is composed, they feel themselves 
obliged, by the new situation in which they have been placed bv the restriction act of 
1797, to bear in mind not less their duties to the community at large, whose interests, 
in a pecuniary and commercial relation, have iu a great degree been contided to their 
discretion. 

The Directors being thus obliged to extend their views, and embrace the interests 
of the whole community in their consideration of this measure, cannot but feel a 
repugnance, however involuntary, to pledge themselves in approbation of a system 
which, in their opinion, in all its great tendencies and operations, concerns the country 
in general more than the immediate interests of the Bank alone. 

It is not certainly a part of the regular duty of the Bank, under its original institu- 
tion, to enter into the general views of policy by which this great empire is to be 
governed in all its commercial and pecuniary transactions, which exclusively belong 
to the administration, to Parliament, and to the community at large; nor is it the 
province of the Bank to expound the principles by which these views ought to be 
regulated. Its peculiar and appropriate duty is the management of the concerns of 
the banking establishment, as connected with the payment of the interest of the national 
debt, the lodgments consigned to its care, and the ordinary advances it has been accus- 
tomed to make to Government. 

But when the Directors are now to be called upon, in the new situation in which 
they are placed by the restriction act, to procure a fund for supporting the whole 
national currency, cither in bullion or in coin, and when it is proposed that they should 
effect this measure within a given period, by regulating the market price of gold by a 
limitation of the amount of the issue of bank notes, with whatever distress such limi- 
tation may be attended to individuals or the community at large, they feel it their 
bounden and imperious duty to state their sentiments thus explicitly, in the first 
instance to his Majesty's Ministers, on this subject, that a tacit consent and concurrence 
at this juncture may not, at some future period, be construed into a previous implied 
sanction on their part, of a system which they cannot but consider fraught with very 
great uncertainty and risk. 

It is impossible for them to decide beforehand what shall be the course of events for 
the next two, much less for the next four, years; they have no right to hazard a 
flattering conjecture, for which they have not real grounds, in which they may be 
disappointed, and for which they may be considered responsible. They cannot venture 
to advise an unrelenting continuance of pecuniary pressures upon the commercial 
world, of which it is impossible for them either to foresee or estimate the con- 
sequences. 

The Directors have already submitted to the House of Lords the expediency of the 
Bank paying its notes in bullion at the market price of the day, with a view of seeing 
how far favourable commercial balances may operate in restoring the former order of 
things, of which they might take advantage: and, with a similar view, they have pro- 
pos that Government should repay the Bank a considerable part of the sums that 

ave been advanced upon exchequer bills. 

These two measures would allow time for a correct judgment to be formed upon the 
state of the bullion market, and upon the real result of those changes which the late 
war may have produced in all its consequences, of increased public debt, increased 
taxes, increased prices, and altered relations as to interest, capital, and commercial 
dealings with the Continent ; and how far the alterations thus produced are temporary 
or permanent ; and to what extent, and in what degrce, they operate. 
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It was the design of the Directors, in pursuance of the before-mentioned two mea- 
sures, to take advantage of every circumstance which could enable the Bank to extend 
its purchases of bullion, as far as a legitimate consideration of the ordinary wants of 
the nation for a sufficient currency could possibly warrant. Beyond this point, they 
do not consider themselves justified in going, upon any opinion, conjecture, or specu- 
lation, merely their own; and when a system is recommended which seems to take 
away from the Bank anything like a discretionary consideration of the necessities and 
distresses of the commercial world, if the Directors withhold their previous consent, 
it is not from a want of deference to his Majesty’s Government, or to the opinions of 
the Committees of the two Houses of Parliament, but solely from a serious feeling that 
they have no right whatever to invest themselves, of their own accord, with the respon- 
sibility of countenancing a measure in which the whole community is so deeply 
involved, and possibly to compromise the universal interests of the empire, in all the 
relations of agriculture, manufacture, commerce, and revenue, by a seeming acqui- 
escence or declared approbation on the part of the Directors of the Bank of England. 

The consideration of these great questions, and of the degree in which all these 
leading and commanding interests may be affected by the measure proposed, rests 
with the legislature; and it is for them, after solemn deliberation, and not for the 
Bank, to determine and decide upon the course to be adopted. 

Whatever reflections may have from time to time been cast upon the Bank, what- 
ever invidious representations of its conduct may have been made, the cautious 
conduct it adopted, in so measuring the amount of currency as to make it adequate to 
the wants both of the nation and of the Government, at the sume time keeping it 
within reasonable bounds when compared with what existed before the war, as is 
shown in the Lords’ reports, pages 10, 11, 12, and 13; the recent effort to return toa 
system of cash payments, which commenced with the fairest prospects (but which was 
afterwards frustrated by events that could not be foreseen nor controlled by the Bank), 
are of themselves a sufficient refutation of all the obloquy which has been so unde- 
servedly heaped upon the establishment. 

The Directors of the Bank of England, in submitting these considerations to his 
Majesty’s Ministers, request that they may be allowed to assure them, that it is alwa 
their anxious desire, as far as ij le upon them, to aid, by every consistent means, the 
measures of the legislature for furthering the prosperity of the empire. 

RosBert Best, Sec. 
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PLAN 


FOR THE ESTABLISHMENT OF 


A NATIONAL BANK. 


LONDON. 


1824, 


PREFACE, 


IT was the intention of Mr Ricardo, on retiring into the country, 
after the last session of Parliament, to employ part of his leisure in 
committing to paper, with a view to publication, a scheme by which, 
in his opinion, the profit derived from the supply of Paper Currency 
might be afforded to the public without any diminution of securit 

against the inconveniences to which such a currency is liable. It 
was known, previous to his last illnese, that he had carried his design 
into execution; and the following pages were found among his 
papers after his decease. It is Boc buona that Mr Ricardo thought 
any alteration or addition necessary, unless it be in one point. 
Having communicated his MS. to a member of his own family, who 
was near him at the time of its completion ; and it being suggested 
to him that difficulty might be experienced in the country, as the 
notes of one district were not to be payable in another, in obtain- 
ing currency for the purposes of traveling; he admitted that 
 sometbing to obviate this inconvenience might be required, but 
thought that some very simple a ement would answer the end. 
It does not appear that he had committed to writing any expedient 
which might have occurred to him for that purpose; and his friends 
have deemed it most proper to commit his manuscript to the press, 
with this explanation, in the state precisely in which it was found. 
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PLAN 


FOR 


THE ESTABLISHMENT OF A NATIONAL BANK. 
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Tue Bank of England performs two operations of banking, which 
are quite distinct, and bave no necessary connexion with each 
other: it issues a paper currency as a substitute for a metallic 
ane; and it advances money in the way of loan, to merchants and 
others. 

That these two operations of banking have no necessary connex- 
ion, will appear obvious from this, —that they might be carried on 
by two separate bodies, without the slightest loss of advantage, 
either to the country, or to the merchants who receive accommo- 
dation from such loans. 

Suppose the privilege of issuing paper money were taken away 
from the Bank, and were in future to be exercised by the State 
only, subject to the same regulation to which the Bank is now 
liable, of paying its notes, on demand, in specie; in what way 
would the national wealth be in the least impaired? We should 
then, as now, carry on all the traffic and commerce of the country, 
with the cheap medium, paper money, instead of the dear medium, 
metallic money ; and the advantages which now flow from 
making this part of the national capital productive, in the form of 
raw material, food, rahe machinery, and implements, instead of 
retaining it useless, in the form of metallic money, would be equally 
secured. 

The public, or the Government on behalf of the public, is indebted 
to the Bank in a sum of money larger than the whole amount of 
bank notes in circulation; for the Government not only owes the 
Bank 15 millions, its original capital, which is lent at 3 per 
cent. interest, but also many more millions, which are advanced on 
exchequer bills, on half-pay and pension annuities, and on other 
securities. It is evident, therefore, that if the Government itself 
were to be the sole issuer of paper money, instead of borrowing it 
of the Bank, the only difference would be with respect to the 
interest :—the Bank would no longer receive interest, and the 
Government would no longer pay it: but all other classes in the 
community would be exactly in the same position in which they 
now stand. It is evident, too, that there would be just as much 
money in circulation; for it could make no difference, in that 
respect, whether the 16 millions of paper money now circulating 
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in London, were issued by Government, or by a banking cor- 
poration. The merchants could suffer no inconvenience from any 
want of facility in getting the usual advances made to them in the 
way of discount or in any other manner; for, first, the amount of 
those advances must essentially depend upon the amount of money 
in circulation, and that would be just the same as before: and, 
secondly, of the amount in circulation, the Bank would have pre- 
cisely the same proportion, neither less nor more, to lend to the 
merchants. 

If it be true, as I think I have clearly proved, that the advances 
made by the Bank to the Government exceed the whole amount of 
the notes of the Bank ir circulation, it is evident that part of its 
advances to Adsl os as me had ie whole of its ers ki other 

reons, must be made from other 8, possessed, or at the dispoeal 
of the Bank, and which it would continue to possess after Govern- 
ment had discharged its debt to it, and after all its notes were 
withdrawn from circulation. Let it not then be said that the 
Bank charter, as far as regards the issuing of paper money, ought 
to be renewed, for this reason, that if it be not, the merchants will 
suffer inconvenience, from being deprived of the usual facilities of 
borrowing; as I trust I have shown that their means of borrowing 
would be just as ample as before. 

It may, however, be said that, if the Bank were deprived of that 

t of its business which consists in issuing paper money, it would 
ave no motive to continue a joint stock company, and would agree 
on a dissolution of its partnership. I believe no such thing; it 
would still have profitable means of employing its own funds; but 
suppose I am wrong, and that the company were dissolved, what 
inconvenience would commerce sustain from it? If the joint stock 
of the company be managed by a few directors, chosen by the 
general body of proprietors, or, if it be divided amongst the pro- 
prietors themselves, and each share be managed by the individual 
to whom it belongs, wil that make any difference in its real 
amount, or in the efficacy with which it may be employed for 
commercial purposes? It is probable that in no case would it 
be managed by the individual proprietore, but that it would be 
collected in a mass or masses and managed with much more 
economy and skill than it is now managed by the Bank. A great 
deal too much stress has always been laid on the benefits which 
commerce derives from the accommodation afforded to merchants 
by the Bank. I believe it to be quite insignificant compared with 
that which is afforded by the private funds of individuals. We 
know that at the present moment the advances by the Bank to 
merchants, on discount, are of a very trifling amount ; and we have 
abundant evidence to prove that at no time have they been great. 
The whole fund at the disposal of the Bank for the last thirty 
years is well known. It consisted of its own capital and savin 
of the amount of deposits left with it by Government and by 
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individuals, who employed it as a banker. From this aggregate 
fund must be deducted the amount of cash and bullion in the 
coffers of the Bank, the amount of advances to the holders of 
receipts for the loans contracted for during each year, and the 
amount of advances to Government in every way. After making 
these deductions, the remainder only could have been devoted to 
commercial objects, and if it were ascertained, would, I am sure, be 
comparatively of a small amount. | ! 

From papers laid before Parliament in 1797, in which the Bank 
gave a number as unit, and a scale of its discounts for different 
years, it was calculated by some ingenious individual, after com- 
parma ae scale with other documents also laid before Parliament, 
that the amount of money advanced in the way of discount to the 
merchants, for a period of three years and a half previous to 1797, 
varied from 2 millions to 3,700,000/. These are trifling amounts 
in such a country as this, and must bear a small proportion to the 
sum lent by individuals for similar purposes. In 1797, the advances 
to Government alone by the Bank, exclusive of its capital, which 
was also lent to Government, were more than three times the 
amount of the advances to the whole body of merchants. 

A Committee of the House of Commons was appointed last 
session of Parliament to inquire into the law of pledges, and into 
the relation of consignors of goods from abroad to consignees. 
This committee called before it Mr Richardson, of the house of 
Richardson, Overend and Co., eminent discount brokers in the city. 
This gentleman was asked— 

* Q. Are you not in the habit occasionally of discounting to a 
large extent bills of brokers and other persons, given upon the 
security of goods deposited in their hands? 

« A. Very large. e 

* Q. Have you not carried on the business of a bill broker and 
money agent to a very large extent, much beyond that of any other 
individual in this town? 

* A. I should think very much beyond. 

* Q. To the extent of some millions annually ? 

* A. A great many; about 20 millions annually,—sometimes 
more." 

The evidence of Mr Richardson satisfactorily proves, I think, 
the extent of transactions of this kind, in which the Bank has no 
kind of concern. Can any one doubt that, if the Bank were to 
break up its establishment, and divide its funds among the individual 
proprietors, the business of Mr Richardson, and of others who are 
in the same line, would considerably increase? On the one hand, 
they would have more applications made to them for money on 
discount; on the other, many who would have money to dispose of 
would apply to them to obtain employment for it. The same 
amount d money, and no more, would be employed in this branch 
of business ; and if not employed by the Bank, or by the individual 
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proprietors, if they had the management of their own funds, it 
would inevitably find its way, either by a direct or circuitous 
channel, to Mr Richardson, or to some other money agent, to be 
employed by him in promoting the commerce and apholdiag the 
trade of the country; for in no other way could these funds be 
made so productive to the parties to whom they would belong. 

If the view which I have taken of this subject be a correct one, 
it appears that the commerce of the country would not be in the 
least impeded by depriving the Bank of England of the power of 
issuing paper money, provided an amount of such money, equal to 
the Bank circulation, was issued by Government ; and that the sole 
effect of depriving the Bank of this privilege would be to transfer 
the profit which accrues from the interest of the money so issued 
from the Bank to Government. 

There remains, however, one other objection to which the reader's 
attention is requested. 

It is said that Government could not be safely entrusted with 
the power of issuing paper money; that it would most certainly 
abuse it ; and that, on any occasion when it was pressed for money 
to carry on a war, it would cease to pay coin, on demand, for its 
notes ; and from that moment the currency would become a forced 
Government paper. ‘There would, I confess, be great danger of 
this, if Government—that is to say, the Ministers—were themsclves 
to be entrusted with the power of issuing paper money. But I 
propose to place this trust in the hands of Commissioners, not 
removable from their official situation but by a vote of one or both 
Houses of Parliament. I propose also to prevent all intercourse 
between these Commissioners and Ministers, by forbidding every 
eine of money transaction between them. The Commissioners 
shouldmever, on any pretence, lend money to Government, nor be 
in the slightest degree under its control or influence. Over Com- 
missioners eo entirely independent of them, the Ministers would 
have much less power than they now possess over the Dank 
Directors. Experience shows how little this latter body have been 
able to withstand the cajolings of Ministers ; and how frequently 
they have been induced to increase their advances on exchequer 
bills and treasury bills, at the very moment they were themselves 
declaring that it would be attended with the greatest risk to the 
stability of their cstablishment, and to the public interest. From 
a perusal of the correspondence between Government and the Dank, 
previous to the stoppage of Bank payments, in 1797, it will be 
seen, that the Bank attributes the necessity of that measure 
(erroneously in this instance, I think), to the frequent and urgent 
demands for an increase of advances on the part of Government. 
I ask, then, whether the country would not possess a greater security 
against all such influence, over the minds of the issuers of paper, as 
would induce them to swerve from the strict line of their duty, if 
the paper money of the country were issued by Commissioners, on 
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the plan I have proposed, rather than by the Bank of England, as 
at present constituted? If Government wanted money, it should 
be obliged to raise it in the legitimate way ; by taxing the people; 
by the issue and sale of exchequer bills, by funded loans, or by 
borrowing from any of the numerous banks which might exist in 
the country ; but in no case should it be allowed to borrow from 
those who have the power of creating money. 

If the funds of the Commissioners became so ample as to leave 
them a surplus which might be aavan eoue disposed of, let them 
go into the market and purchase publicly Government securities 
with it. Ifon the contrary it should become necessary for them 
to contract their issues, without diminishing their stock of gold, let 
them sell their securities, in the same way, in the open market. 
By this regulation a trifling sacrifice would be made, amounting to 
the turn of the market, which may be supposed to be gained b 
those whose business it is to employ their capital and skill in deal- 
-ing in these securities ; but in a question of this importance such a 
sacrifice is not worth considering. It must be recollected that, 
from the great competition in this oe business, the turn of 
the market is reduced to a very small fraction, and that the amount 
of such transactions could never be great, as the circulation would 
be kept at its just level, by allowing for a small contraction or 
extension of the treasure in coin and bullion, in the coffers of the 
Commissioners. It would be only when, from the increasing wealth 
and prosperity of the country, the country required a permanently 
increased amount of circulation, that it would be expedient to invest 
money in the purchase of securities paying interest, and only in a 
contrary case, that a part of such securities would be required to 
be sold. Thus, then, we see that the most complete security could 
be obtained against the influence, which, on a first and superficial 
view, it might be supposed Government would have over the issues 
of a National Bank ; and that, by organising such an establishment, 
all the interest, which is now anual paid by Government to the 
Bank, would become a part of the national resources. 

I would propose, then, some such plan as the following, for the 
establishment of a National Bank :— 

1. Five Commissioners shall be appointed, in whom the full 
power of issuing all the paper moncy of the country shall be exclu- 
sively vested. 

2. On the expiration of the charter of the Bank of England, in 
1833, the Commissioners shall issue 15 millions’of paper money, 
the amount of the capital of the Bank lent to Government, with 
which that debt shall be discharged. From that time the annual 
interest of 3 per cent. shall cease and determine. 

3. On the same day 10 millions of paper money shall be employed 
by the Commissioners in the following manner :—With such parts 
of that sum as they may think expedient, they shall purchase gold 
bullion of the Bank, or of other persons; and with the remainder, 
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within six months from the day above mentioned, they shall redeem a 
part of the Government debt to the Bank on exchequer bills. The 
exchequer bills so redeemed shall thereafter remain at the dispoeal 
of the Commissioners. 

4. The Bank shall be obliged, with as little delay as convenient, 
after the expiration of its charter, to redeem all its notes in circula- 
tion, by the payment of them in the new notes issued by Govern- 
ment. It shall not pay them in gold, but shall be obliged to keep 
always a reserve of the new notes, equal in amount to ita own notes 
which may remain in circulation. 

5. The notes of the Bank of England shall be current for six 
months after the expiration of the Bank charter, after which they 
shall no longer bereceived by Government in paymentof the revenue. 

7. Within six months after the expiration of the Bank charter, 
the notes of the country banks shall cease to circulate, and the 
different banks which shall have issued them shall be under the 
same obligation as the Bank of England, to pay them in Govern- 
ment notes. They shall have the privilege of paying their notes in 
gold coin, if they prefer so to do. 

8. For the greater security of the holders of Government notes, 
residing in the country, there shall be agents in the different towns, 
who shall be obliged, on demand, to verify the genuineness of the 
notes, by affixing their signatures to them, after which such notes shall 
be exchangeable only in the district where they are so signed. 

9. Notes issued in one district, or bearing the signature of an 
agent in one district, shall not be payable in any other; but on the 
deposit of any number of notes, in the office of the district where 
they were originally issued, or where they were signed, agreeably 
to the last regulation, a bill may be obtained on any other district, 
payable in the notes of that district. 

10. Notes issued in the country shall not be payable in coin in 
the country ; but for such notes a bill may be obtained on London, 
which will be paid in coin, or in London notes, at the option of the 
party presenting the bill in London. 

11. Any one depositing coin, or London notes, in the London 
office, may obtain a bill payable in the notes of any other district, 
to be named at the time of obtaining the bill And any one 
depositing coin in the London office may obtain London notes to 
an equal amount. 

12. The Commissioners in London shall be obliged to buy any 
quantity of gold of standard fineness, and exceeding one hundred 
ounces in weight, that may be offered them, at & price not less than 
3l. 17s. 6d. per ounce. 

13. From the moment of the establishment of the National Bank, 
the Commissioners shall be obliged to pay their notes and bills, on 
demand, in gold coin. 

14. Notes of one pound shall be issued at the first establishment 
of the National Bank, and shall be given to any one requiring them 
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in exchange for notes of a larger amount, if the person presenting 
them prefer such notes to coin. This regulation to continue in force 
only for one year, as far as regards London, but to be a permanent 
one in all the country districts. 

15. It must be well understood, that in country districts the 
agente will neither be liable to give notes for coin, nor coin for notes. 

16. The Commissioners shall act as the general banker to all the 
public departments, in the same manner as the Bank of England 
now acta; but they shall be precluded from fulfilling the same office, 
either to any corporation, or to any individual whatever. 


On the subject of the first regulation I have already spoken. 
The Commissioners should be, I think, five in number—they should 
have an adequate salary for the business which they would have to 

rform and superintend—they should be appointed by Government, 

ut not removable by Government. 

The second regulation refers to the mode in which the new paper 
circulation should be substituted for the old. By the provision 
here made, 25 millions of paper money will be issued ; that sum will 
not be too large for the circulation of the whole country, but if it 
should be, the excess may be exchanged for gold coin, or the Com- 
missioners may sell & portion of their exchequer bills, and thus 
diminish the amount of the paper circulation. There are other 
modes by which the substitution of the new notes for the old might 
be made, if the Bank of England co-operated with the Commie- 
sioners: but the one here proposed would be effectual. It might 
be desirable that Government should purchase from the Bank, at 
a fair valuation, the whole of its buildings, if the Dank were willing 
to part with them; and also take all its clerks and servants into 
pay. It would be but just to the clerks and servants of the Bank 
to provide employment and support for them, and would be useful 
to the public to have the services of so many tried and experienced 
officers to conduct their affairs. It is a part of my plan, too, that 
the payment to the Bank for the management of the national debt 
should wholly cease at the expiration of the Bank charter; and 
that this department ofthe public business should be put under the 
superintendence and control of the Commissioners. 

The third regulation provides for a proper deposit of gold coin 
and bullion, without which the new establishment could not act. 
In fact, there would be 14 millions instead of 10, at the disposal of 
the Commissioners. It has been seen, by one of the- subsequent 
regulations, that the Commissioners would act as banker to the 
public departments; and as it is found by experience, that, on the 
average, these departments have 4 millions in their banker's hands, 
the Commissioners would have these 4 millions in addition to the 
10 millions. If 5 millions were devoted to the purchase of coin 
and bullion, 9 millions would be invested in floating securities. If 
8 millions were invested in gold, 6 millions would remain for the 
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urchase of exchequer bills. Whatever debt remained due to the 
Bank, after this second payment made by the Commissioners, must 
be provided for by loan, or made the subject of a special agreement. 
between the Government and the Bank of England. 

The fourth and fifth regulations provide for the substitution of 
the new paper money for the old, and protect the Bank from the 

yment in specie of the notes which it may have outstanding. 
Mie cannot be attended with any inconvenience to the holders of 
those notes, because the Bank is bound to give them Government 
notes, which are exchangeable on demand for gold coin. 

The seventh regulation provides for the substitution of the new 
notes for the old country bank notes. The country banks could 
have no difficulty in providing themselves with the new notes for 
that purpose. All their transactions finally settle in London, and 
their circulation is raised upon securities deposited there. B 
disposing of these securities, they would furnish themselves wit 
the requisite quantity of money to provide for the payment of their 
notes ; consequently the country would at no time be in want of an 
adequate circulation. The circulation of the country banks is 
estimated at about 10 millions. 

The eighth regulation provides against fraud and forgery. In 
the first instance, paper money cannot be issued from auch district, 
but must all be sent from London. It is just, therefore, that some 
public agent should, in as many places as convenient, be prepared 
to verify the genuineness of the notes. After a time, the circulation 
of each district would be carried on by notes issued in that district, 
in forms sent for that purpose from London. | 

The ninth regulation provides every possible facility for making 
remittances and payments to any district in the country. Ifa man 
at York wishes to make a payment of 10007. to a person at 
Canterbury, by the payment of 1000/. in notes issued at York to 
the agent in that town, he may receive a bill for 1000/., payable at 
Canterbury in the notes of that district. 

The tenth regulation provides for the payment of the notes of 
every district in coin in London. If a man in York wants 1000/. 
in coin, Government should not be at the expense of sending it to 
him: he ought to be at that expense himself. This is a sacrifice 
that must be made for the use of paper money ; and if the inha- 
bitants of the country are not contented to submit to it, they may 
use gold instead of paper ; they must, nevertheless, be at the expense 
of procuring it. 

he eleventh regulation, as well as the ninth, provides for making 
remittances and payments to all parts of the country. 

The twelfth regulation provides against the amount of the paper 
currency being too much limited in quantity, by obliging the 
Commissioners to issue it at all times in exchange for gold at the 
price of 3/. 17s. 6d. per ounce. Regulating their issues by the price 
of gold, the Commissioners could never err. It might be expedient 
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to oblige them to sell gold bullion at 37. 17s. 9d., in which case the 
coin would probably never be exported, because that can never be 
obtained under 3/. 17s. 104d. per ounce. Under such a system, the 
only variations that could take place in the price of gold, would be 
between the prices of 37. 17s. 6d. and 3l. 178. 9d. ; and by watching 
the market price, and increasing their issues of paper when the 
price inclined to 3/. 17s. 6d. or under, and limiting them, or with- 
drawing a small portion, when the price inclined to 3/. 17s. 9d. or 
more, there would not probably be a dozen transactions in the year 
by the Commissioners in the purchase and sale of gold ; and if there 
were, they would always be advantageous, and leave a small profit 
to the establishment. As it is, however, desirable to be on the safe 
side in managing the important business of a paper money in a 
great country, it would be proper to make a liberal provision of 
gold, as suggested in a former regulation, in case it should be 
thought expedient occasionally to correct the exchanges with 
foreign countries, by the exportation of gold as well as by the 
reduction of the amount of paper. 

The thirteenth regulation obliges the Commissioners to pay their 
notes on demand in gold coin. 

The fourteenth regulation provides for a supply of one-pound 
notes for the country circulation. On the first establishment of 
the National Bank, but not afterwards, these are to be issued in 
London, to be subsequently countersigned in the country. Asa 
check on the country agents, every description of note might be sent 
to them from London, numbered and signed. After receiving them, 
the agent should countersign them before they were issued to the pub- 
lic; and he should be held strictly responsible for the whole amount 
sent to him, in the same manner as the distributors of stamps are 
responsible for the whole amount of stamps sent to them. It is hardly 
necessary to observe, that the country agents ought to be in constant 
correspondence with the London district, for the purpose of giving 
information of all their proceedings. Suppose a country agent has 
given 100 notes of 1/. for a note of 100/., he must give information 
of that fact, sending at the same time the larger note for which he 
has given them. His account in London would be credited and 
debited accordingly. If he receive 1004. in notes, and give a bill 
on another district, he must give advice, both to the London 
district and to the district on which the bill is given, sending up 
the note as in the former instance. His account will be credited 
for this 100/., and the agent of the other district will be charged 
with it. It is not requisite to go any farther into details; I may 
already have said too much ; but my object has been to show that the 
security for the detection of fraud is nearly perfect, as vouchers for 
every transaction would all be originally issued in London, and must 
be returned to London, or be in the possession of the country agent. 

The fifteenth regulation is only explanatory of some of the former 
regulations. 
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The sixteenth regulation directa that the Commissioners shall 
act as banker to the public departments, and to the public depart- 
ments only. 

If the plan now proposed should be adopted, the country would 
probably, on the most moderate computation, save 750,000/. per 
annum. Suppose the circulation of paper money to amount to 
25 millions, and the Government wena to 4 millions, these 
together make 29 millions. On all this sum interest would be 
saved, with the exception of 6 millions, perhape, which it might be 
thought necessary to retain as deposits, in gold coin and bullion, 
and which would consequently be unproductive. Reckoning interest, 
then, at 3 per cent. only on 23 millions, the public would be gainers 
of 690,0002. To this must be added 248,000/. which is now paid 
for the management of the public debt, making together 938,000/. 
Now, supposing the expenses to amount to 188,000/., there would 
remain for the public an annual saving or gain of 750,000. 

It will be remarked that the plan provides against any party but 
the Commissioners in London making an original issue of notes. 
Agents in other districts in the country, connected with the 
Commissioners, may give one description of notes for another; they 
may give bills for notes, or notes for bills drawn on them; but, in 
the first instance, every one of these notes must be issued by the 
Commissioners in London, and consequently the whole is strictly 
under their cognizance. If from any circumstances the circulation 
in any particular district should become redundant, provision is 
made for the transfer of such redundancy to London; and if it 
should be deficient, a fresh supply is obtained from London. If 
the circulation of London should be redundant, it will show itself 
by the increased price of bullion and the fall in the forei 
exchanges, precisely as a redundancy is now shown; and the 
remedy is also the same as that now in operation, viz. a reduction 
of circulation, which is brought about by a reduction of the paper 
circulation. That reduction may take place two ways; ther 
by the sale of exchequer bills in the market, and the cancelling of 
the paper money which is obtained for them,—or by giving gold 
in exchange for the paper, cancelling the paper as before, and 
exporting the gold. The exporting the gold will not be done by 
the Commissioners ; that will be effected by the commercial 
operation of the merchants, who never fail to find gold the most 
profitable remittance when the paper money is redundant and 
excessive. If, on the contrary, the circulation of London were too 
low, there would be two ways of increasing it,—by the purchase of 
Government securities in the market, and the creation of new paper 
money for the purpose ; or by the importation and purchase, by the 
Commissioners, of gold bullion, for the purchase of which new 
paper money would be created. The importation would take place 
through commercial operations, as gold never fails to be a profitable 
article of import when the amount of currency is deficient. 
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UNDER this head we propose, first, to give an account of the rise, 
progress, and modifications of the SINKING FUND, accompanied 
with some observations as to the probability of its accomplish- 
ing the object for which it was instituted ; and next, briefly to 
consider the best mode of providing for our annual expenditure 
both in war and peace,—an inquiry necessarily involving the 
policy of that System or Funpine of which the sinking fund 
was long considered as one of the principal recommendations and 
props. 

L On the subject of the sinking fund, we shall have frequent 
occasion to refer to the statements of Professor Hamilton, in his 
very valuable publication entitled * An Inquiry concerning the Rise 
and Progress, the Redemption, and Present State of the National Debt 
of Great Britain.” “ The first plan for the discharge of the national 
debt, formed on a regular system, and conducted with a consider- 
able degree of firmness,” says this able writer, “was that of the 
sinking fund, established in 1716. The author of this plan was the 
Earl of Stanhope; but as it was adopted under the administration 
of Sir Robert Walpole, it is commonly denominated from him. 
The taxes which had before been laid on for limited periods, being 
rendered perpetual, and distributed among the South Sea, Aggre- 
gate, and General Funds, and the produce of these funds bein 
greater than the charges upon them, the surplusses, together with 
such further surplusses as might afterwards accrue, were united 
under the name of the Sinking Fund, being appropriated for the 
discharge of the national debt, and expressly ordained to be appli- 
cable to no other purpose whatever. The legal interest had been 
reduced from 6 to 5 per cent. about two years before; and as that 
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reduction was unfavourable to the commercial state of the country, 
Government was now able to obtain the same reduction on the 
interest of the public debt, and apply the savings in aid of the 
sinking fund. In 1727 a further reduction of the interest of the 
public debt, from 5 to 4 per cent. was obtained, by which nearly 
400,0007. was added to the sinking fund. And, in the year 1749, 
the interest of part of the debt was again reduced to 34 per cent. 
for seven years, and to 3 per cent. thereafter; and, in 1750, the 
interest of the remainder was reduced to 33 per cent. for five years, 
and to 3 per cent. thereafter, by which a further saving of about 
600,000}. was added to the sinking fund." 

This sinking fund was for some time regularly applied to the 
discharge of debt. The sums applied from 1716 to 1728 amounted 
to 6,648,000/., being nearly equal to the additional debt contracted 
in that time. From 1728 to 1733, 5,000,000/. more were paid. 
The interest of several loans, contracted between 1727 and 1732, 
was charged upon surplus duties, which, according to the original 
plan, ought to have been appropriated to the sinking fund. 

* Soon after, the principle of preserving the sinking fund invio- 
lable was abandoned. In 1733, 500,000/. was taken from that 
fund, and applied to the services ofthe year." “In 1734, 1,200,000/. 
was taken from the sinking fund for current services ; and in 1735 
it was anticipated and mortgaged.” The produce of the sinking 
fund at its commencement in 1717, was 323,437/. In 1776, it was 
at its highest amount, being then 3,166,5171.; in 1780, it had sunk 
to 2,403,017/. 

* The sinking fund would have risen higher, had it not been 
depressed, especially in the latter period, by various encroach- 
ments. It was charged with the interest of several loans, for 
which no provision was made ; and, in 1772, it was charged with 
an annuity of 100,000/., granted in addition to the civil list. 
During the three wars which were waged while it subsisted, the 
whole of its produce was applied to the expense of the war; and 
even in time of peace, large sums were abstracted from it for cur- 
rent services. According to Dr Price, the amount of public debt 
paid off by the sinking fund, since its first alienation in 1738, 
was only 3 millions, paid off in 1736 and 1737; 3 millions in the 
peace between 1748 and 1756; 2} millions in the peace between 
1763 and 1775; in all 84 millions. 

* The additional debt discharged during these periods of peace 
was effected, not by the sinking fund, but from other sources. 

* On the whole, this fund did little in time of peace, and 
nothing in time of war, to the discharge of the national debt. The 
purpose of its inviolable application was abandoned, and the hopes 
entertained of its powerful efficacy entirely disappointed. At this 
time, the nation had no other free revenue, except the land and 
malt-tax granted annually; and as the land-tax during peace was 
then granted at a low rate, their produce was inadequate to 
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the expense of a peace establishment, on the most moderate 
scale. This gave occasion to encroachments on the sinking fund. 
Had the land-tax been always continued at 4s. in the pound, 
it would have gone far to keep the sinking fund, during peace, 
inviolate.” 

. This fund terminated in 1786, when Mr Pitt’s sinking fund was 
established. 

To constitute this new fund, 1 million per annum was appro- 
priated to it by Parliament, the capital stock of the national debt 
then amounting to 238,231,248/. 

This million was to be allowed to accumulate at compound 
interest, by the addition of the dividends on the stock which 
it purchased, till it amounted to 4 millions, from which time it 
was not further to increase. The four millions were then annually 
to be invested in the public funds as before, but the dividends 
arising from the stock purchased were no longer to be added to 
the sinking fund for the purpose of being invested in stock; they 
were to be applied to the diminution of taxes, or to any other 
object that Parliament might direct. 

A further addition to this fund was proposed by Mr Pitt, and 
readily adopted in 1792, consisting of a grant of 400,0002. arising 
from the surplus of the revenue, and a further annual grant of 
200,0007.; but it was expressly stipulated that no relief from 
taxation should be given to the public, as far as this fund was 
concerned, till the original million, with its accumulations, amounted 
to 4 millions. The addition made to the fund, by the grant of 
400,000/., and of 200,000/. per annum, together with the interest 
on the stock these sums might purchase, were not to be taken or 
considered as forming any part of the 4 millions. At the same 
time (in 1792), a sinking fund of a new character wns constituted. 
It was enacted, that besides a provision for the interest of any 
loan which should thenceforward be contracted, taxes should also 
be imposed for a 1 per cent. sinking fund on the capital stock 
created by it, which should be exclusively employed in the liquida- 
tion of such particular loan ; and that no relief should be afforded to 
the public from the taxes which constituted the 1 per cent. sinking 
fund, until a sum of capital stock, equal in amount to that created 
by the loan, had been purchased by it. That being accomplished, 
both the interest and sinking fund were to be applicable to the 
public service. It was calculated, that, under the most unfavourable 
circumstances, each loan would be redeemed in forty-five years 
from the period of contracting it. If made in the 3 per cent., 
and the price of that stock should continue uniformly at 60. the 
redemption would be effected in twenty-nine years. 

In the years 1798, 1799, and 1800, a deviation was made from 
Mr Pitt’s plan of providing a sinking fund of 1 per cent. on the 
capital stock created by every loan; for the loans of those years 
had no sinking fund attached to them. The interest was charged 
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on the war-taxes; and, in lieu of a 1 per cent. sinking fund, it 
was provided that the war-taxes should continue durMg peace, 
to be then employed in their redemption, til they were all 
redeemed. 

In 1802, Lord Sidmouth, then Mr Addington, was chancellor 
of the exchequer. He being desirous of liberating the war-taxes 
from the charges with which they were encumbered, proposed to 
raise new annual permanent taxes for the interest of the loans of 
which we have just spoken, as well as for that which he was under 
the necessity of raising for the service of the year 1802; but he 
wished to avoid loading the public with additional taxes fora 1 
per cent. sinking fund on the capitals created by those loans, and 
which capitals together amounted to 86,796,375. To reconcile 
the stockholder to this arrangement, he proposed to rescind the 
provision which limited the fund of 1786 to 4 millions, and to 
consolidate the old and the new sinking funds, i. e. that which 
arose from the original million per annum, with the addition made 
to it of 200,000. per annum subsequently granted, and that which 
arose from the 1 per cent. on the capital of every loan that had 
been contracted since 1792. These combined funds he proposed 
should, from that time, be applied to the redemption of the whole 
debt without distinction ; that the dividends arising from the stock 
purchased by the commissioners for the reduction of the national 
debt should be applied in the same manner ; and that this arrange- 
ment should not þe interfered with till the redemption of the whole 
debt was effected. 

In February 1803 the debt amounted to 480,572,470., and the 
produce of the joint sinking fund to 6,311,626}. In 1786 the pro- 
portion of the sinking fund to the debt was as 1 to 238, in 1792 
as 1 to 160, and in 1803 as 1 to 77. 

This was the first deviation of importance from Mr Pitt’s plan ; 
and this alteration made by Lord Sidmouth was.not, perhaps, on 
the whole, injurious to the stockholder. He lost, indeed, the 
immediate advantage of an additional sinking fund of 867,963/., 
the amount of 1 per cent. on the capitals created by the loans of 
1798, 1799, 1800, and 1802; “ but in lieu,” says Mr Huskisson, 
“of this sinking fund, a reversionary sinking fund was created, to 
commence, indeed, in about twelve to fifteen years from that time, 
but to be of such efficacy when it should commence, and to be so 
greatly accelerated by subsequent additions in its progress, as, 
under the most unfavourable supposition, to be certain of reducing 
the whole of this debt within forty-five years. This reversionary 
sinking fund was to arise in the following manner; by continuing 
the old sinking fund at compound interest, after it should have 
reached its maximum of 4 millions; and by continuing also the 
new sinking fund or aggregate of the 1 per cents. of the loans since 
1792, after such 1 per cents. should have liquidated the several 
loans in respect of which they are originally issued. There is 
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nothing, therefore, in the act of 1802 which is a departure from 
the spirit of the act of 1792."* 

The next alteration that was proposed to be made in the einking 
fund was in 1807, by Lord Henry Petty, then chancellor of the 
exchequer. His plan was extremely complicated, and had for its 
object, that which ministers are too much disposed at all times to 
view with complacency, namely, to lessen the burden of taxation 
at the present, with the certainty of aggravating its pressure at a 
future day. 

It was estimated by Lord Henry Petty, that the expenses of 
the country during war would exceed its permanent annual revenue 
by 32 millions. For 21 millions of this deficiency provision was 
made by the war-taxes ; the property-tax amounting to 11,500,000/., 
and the other war-taxes to 9,500,000/7. The object then was to 
provide 11 millions per annum. If this sum had been raised by a 
loan in the 3 per cents., when their price was 60, provision must 
have been made by taxes for the interest and sinking fund, so that 
each year we should have required additional taxes to the amount 
of 733,333l. But Government wished to raise the money without 
imposing these additional taxes, or by the imposition of as few as 
circumstances would permit. For this purpose they proposed to 
raise the money required by loan, in the usual way, but to provide, 
out of the war-taxes, for the interest and redemption of the stock 
created. They proposed to increase the sinking fund of every such 
loan, by taking from the war-taxes 10 per cent. on its amount for 
interest and sinking fund, so that if the interest and management 
absorbed only 5 per cent., the sinking fund would also amount to 
5 per cent. ; if the interest amounted to 4 per cent. the sinking 
fund would be 6 per cent. The sums proposed to be borrowed in 
this manner were 12 millions for the first three years, 14 millions 
for the fourth, and 16 millions for each succeeding year; making 
together, in 14 years, 210 millions, for which, at the rate of 10 per 
cent., the whole of the war-taxes would be mortgaged. It was 
calculated, that, by the operation of the sinking fund, each loan 
would be paid off in fourteen years from the time of contracting it; 
and, therefore, the 1,200,000/. set apart for the interest and aking 
fund of the first loan would be liberated and available for the loan 
of the fifteenth year. At the end of fifteen years a like sum would 
be set free, and so on each succeeding year; and thus loans might 
be continued, on this system, without any limitation of time. 

But these successive sums could not be withdrawn from the 
war-taxes, for interest and sinking fund on loans, and be at the 
same time applied to expenditure; and, therefore, the deficiency 
of 11 millions, for which provision was to be made, would, from 
year to year, increase as the war-taxes became absorbed ; and at the 
end of fourteen years, when the whole 21 millions of the war-taxes 


* Mr Huskisson's Speech on the State of the Finance and Sinking Fund, 25th March 
1813. 


520 ESSAY ON THE FUNDING SYSTEM. 


would be absorbed, instead of 11 millions the deficiency would be 
32 millions. | 

To provide for this growing deficiency, it was proposed to raise 
supplementary loans, increasing in amount from year to year, and 
for the interest and sinking fund on such loans provision was to be 
made in the usual way, by annual permanent taxes ; on these loans 
the sinking fund was not to be more than 1 per cent. 

By the plan proposed, in fifteen years from its commencement, 
on the supposition of the war continuing so long, the regular loan 
would have been 12 millions, and the supplementary loan 20 
millions. 

If the expenses of the war should have exceeded the estimate 
then made, provision for such excess was to have been made by 
other means. 

The ministry who proposed this plan not continuing in office, it 
was acted upon only for one year. ,“ In comparing the merit of 
different systems,” says Dr Hamilton, “the only points necessary 
to be attended to are the amount of the loans contracted—the part 
of these loans redeemed—the interest incurred—and the sums 
raised by taxes. The arrangements of the loan under different 
branches, and the appropriation of particular funds for payment of 
their respective interests, are matters of official regulation; and 
the state of the public finance is neither the better nor the worse, 
whether they be conducted one way or other. A complicated 
system may perplex and mislead, but it can never ameliorate.” Ac- 
cordingly, bi Hamilton has shown, that the whole amount of taxes 
that would have been paid in twenty years, for an annual loan of 
11 millions on the old plan of a sinking fund of 1 E cent., would be 
154 millions. On Lord Henry Petty's plan, these taxes would, 
in the same time, have been 93 millions, —a difference in favour of 
Lord Henry Petty's plan of 51 millions ; but to obtain this exemp- 
tion we should have been encumbered with an additional debt of 
119,489,788/. of money capital, which, if raised in a 3 per cent. 
stock at 60, would be Eus to a nominal capital of 199,149,646/. 

The sinking fund was established with a view to diminish the 
national debt during peace, and to prevent its rapid increase during 
war. The only wise and good object of war-taxes is also to pre- 
vent the accumulation of debt. A sinking fund and war-taxes are 
only useful while they are strictly applied to the objects for which 
they are raised ; they become instruments of mischief and delusion 
when they are made use of for the purpose of providing the interest 
on a new debt. 

In 1809 Mr Perceval, who was then chancellor of the exchequer, 
mortgaged 1,040,000. of the war-taxes for the interest and sinking 
fund of the stock he funded in that year. 

By taking more than a million from the war-taxes, not for the 
annual expenditure, but for the interest of a loan, Mr Perceval 
rendered it necessary to add 1 million to the loan of the next and 
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all following years ; so that the real effect of this measure differed 
in no respect from one which should have taken the same sum 
annually from the sinking fund. 

In 1813, the next and most important alteration was made in 
the sinking fund. Mr Vansittart was then chancellor of the 
exchequer. It has been already observed, that the national debt 
amounted to 238,231,248/. in 1786, when Mr Pitt established his 
sinking fund of 1 million. By the act of 1786, as soon as the sum 
of 1 million amounted, by the aid of the dividends on the stock 
which was to be purchased by it, to 4 millions, its accumulation 
was to cease, and the dividends on the stock purchased were to be 
available for the public service. If the 3 per cents. were at 60 
when this million had accumulated to 4 millions, the public would 
have had a disposable fund of 20,000/. per annum; if at 80, of 
15,000/. per annum; and no other relief was to be given to the 
public till the 4 millions had purchased the whole sum of 238 
millions, the then amount of the debt. In 1792 Mr Pitt added 
200,000/. per annum to the sinking fund, and accompanied it by 
the following observations :—** When the sum of 4 millions was 
originally fixed as the limit for the sinking fund, it was not in con- 
templation to issue more annually from the surplus revenue than 
1 million, consequently the fund would not rise to 4 millions till a 
proportion of debt was paid off, the interest of which, together 
with the annuities which might fall in in the interval, should 
amount to 3 millions. But as, on the present supposition, addi- 
tional sums beyond the original million are to be annually issued 
from the revenue, and applied to the aid of the sinking fund, the 
consequence would be, that if that fund, with these additions 
carried to it, were still to be limited to 4 millions, it would reach 
that amount, and cease to accumulate, before as great a portion of 
the debt is reduced as was originally in contemplation." **In order 
to avoid this consequence, which would, as far as it'went, bea 
relaxation in our system, I should propose, that whatever may be 
the additional annual sums applied to the reduction of debt, the 
fund should not cease to accumulate till the interest of the capital 
discharged, and the amount of the expired annuities should, 
together with the annual million only, and exclusive of any addi- 
tional sums, amount to 4 millions.” * 

It will be recollected, that in 1792 & provision was made for 
attaching a sinking fund of 1 per cent. to each loan separately, 
which was to be exclusively employed in the discharge of the 
debt contracted by that loan; but no part of these 1 per cents. 
were to be employed in the reduction of the original debt of 
238,000,000/. The act of 1802 consolidated all these sinking 
funds, and the public were not to be exempted from the pay- 
ment of the sinking fund itself, nor of the dividends on the stock 
to be purchased by the commissioners, till the whole debt existing 


* Mr Pitts Speech, 17th February 1792. 
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in 1802 was paid off. Mr Vansittart proposed to repeal the act 
of 1802, and to restore the spirit of Mr Pitts act of 1792. He 
acknowledged that it would be a breach of faith to the national 
creditor, if the fair construction of that act, the act of 1792, were 
not adhered to. It was, in Mr Vansittart's opinion, no breach 
of faith to do away the conditions of the act 1802. Supposing, 
however, that the act of 1802 had been really more favourable 
to the stockholder than that of 1792, it is not easy to compre- 
hend by what arguments it can be proved not to be a breach 
of faith to repaal the one and enact the other. Were not all the 
loans from 1802 to 1813 negotiated on the faith of that act? 
Were not all bargains made between the buyer and seller of 
stock made on the same understanding? Government had no 
more right to repeal the act of 1802, and substitute another less 
favourable to the stockholder, and acknowledged to be so by the 
minister himself, than it would have had to get rid of the sinking 
fund altogether. But what we are at present to inquire into is, 
whether Mr Vansittart did as he professed to do? Did he restore 
the stockholder to all the advantages of the act of 1792? In 
the first place, it was declared by the new act, that as the sinking 
fund consolidated in 1802, had redeemed 238,350,143/. 18s. 1d., 
exceeding the amount of the debt in 1786 by 118,895/. 12s. 104d., 
a sum of capital stock equal to the total capital of the public 
debt existing on the 5th January 1786, viz. 238,231,248/. 5s. 23d. 
had been satisfied and discharged; “and that in like manner an 
amount of public debt equal to the capital and charge of every 
loan contracted since the said 5th January 1786, shall succes- 
sively, and in its proper order, be deemed and declared to be 
wholly satisfied and discharged, when and as soon as a further 
amount of capital stock, not less than the capital of such loan, 
and producing an interest equal to the dividends thereupon, shall 
be so redeemed or transferred." 

It was also resolved, *that after such declaration as aforesaid, 
the capital stock purchased by the commissioners for the reduction 
of the national debt shall from time to time be cancelled ; at such 
times, and in such proportions, as shall be directed by any act of 
Parliament to be passed for such purpose, in order to make provision 
for the charge of any loan or loans thereafter to be contracted." 

It was further resolved, that in order to carry into effect the 
provisions of the acts of the 32d and 42d of the King, for 
redeeming every part of the national debt within the period of 
forty-five years from the time of its creation, it is expedient that 
in future, whenever the amount of the sum to be raised by loan, 
or by any other addition to the public funded debt, shall in any 
year exceed the sum estimated to be applicable in the same year 
to the reduction of the public debt, an annual sum equal to one- 
half of the interest of the excess of the said loan, or other 
addition, beyond the sum so estimated to be applicable, shall be 
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set apart out of the monies composing the consolidated fund of 
Great Britain, and shall be issued at the receipt of the exchequer 
to the Governor and Company of the Bank of England, to be by 
them placed to the account of the commissioners for the reduction 
of the national debt;* and upon the remainder of such loan or 
other addition, the annual sum of 1 per cent. on the capital thercof, 
according to the provisions of the said act. 

A provision was also made, for the first time, for 1 per cent. 
sinking fund on the unfunded debt then existing, or which might 
thereafter be contracted. à 

In 1802, it has bcen already observed, it was deemed expedient 
that no provision should be made for a sinking fund of l per 
cent. on a capital of 86,796,3002.; and as it was considered by the 
proposer of the new regulation in 1813, that he was reverting 
to the principle of Mr Pitt’s act of 1792, he provided that 
867,963/. should be added to the sinking fund for the 1 per cent. 
on the capital stock created, and which was omitted to be provided 
for in 1802.1 

This was the substance of Mr Vansittart's new plan, and which, 
he contended, was not injurious to the stockholder, as it strictly 
conformed to the spirit of Mr Pitt's act of 1792. 

lst, By Mr Pitts act, no relief could be afforded to the public 
from the burdens of taxation, till the stock redeemed by the original 
sinking fund of 1 million amounted to such a sum as that the 
dividends on the capital stock redeemed should amount to 3 
millions, making the whole sinking fund 4 millions; from thence- 
forth the 4 millions were to discharge debt as before, but the 
interest of debt so discharged was to be available for the public 
service, and the public was not to be relieved from the charge on 
the remainder of the debt of 238 millions till the 4 millions at 


* The effect of this clause was to give a sinking fund of 14 instead of 1 per cent. 
on such excess of loan above the sinking fuud if the loan were raised in a 3 per cent. 
stock, and of 23 per cent. if raised in a 5 per cent. stock. 


f Mr Vansittart's plan has added to the sinking fund 1 per cent. on a capital of 


86796300, .  . . . . . 0. . .  « .  L.807,36 
On 56 millions of exchequer bills outstanding 5th January 1818, 1 per 

cent., i è " . " " s é $ . ; ; 960,000 
By attaching a sinking fund of one half the interest, instead of 1 per 
cent. on a part of the capital created by loans, he hus added to the 

sinking fund, . ° . . : . . ; . 793,343 

Total added, . ; . ; : : ; , L.2,221,311 

From stock cancelled and available for public service, i > ; 7,632,969 

Total deduction from sinking fund on 5th January 1819, L.5.411.658 


On the 3d of February 1819 the Commissioners certified that there had been trans- 
ferred to them 378,519,969/. 5s. 33d. capital stock, the interest on which was 
11,448,564/. 10s. 61d., and that the debt created prior to and by the 37th Geo. III. 
amounted to 348,684,1972 1s. 52d., with a yearly interest of 11,446,736/. 3s. 43d. ; 
and consequently the excess redeemed was 29,835,772/. 3s. 91d., with a yearly interest 
of 1828/. 7s. 14d. 
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simple interest, and the further sinking fund which might arise 
from the falling in of terminable annuities, together with the 
additional sum of 200,000/. per annum, voted in 1792, with their 
accumulations, had redeemed the capital of 238 millions. The 
sinking fund arising from the 1 per cent. on each loan was directed, 
by the act of 1792, to be applied to each separate loan for which 
it was raised. Mr Vansittart thought himself justified, and free 
from any breach of faith to the stockholder, in taking for the 
public service, not the interest of 4 millions, which is all that Mr 
Pitt’s bill would allow him to take, but the interest on 238 
millions; and on what plea? because the whole consolidated sinking 
funds, comprising the 1 per cent. on every loan raised eince 1793, 
had purchased 238 millions of stock. On Mr Pitt’s plan he 
might have taken 20,0004. per annum from the sinking fund; on 
his own construction of that act, he took from it more than 7 
millions per annum. | 

2dly, Mr Vansittart acknowledged that the stockholder, in 1802, 
was deprived of the advantage of 1 per cent. sinking fund on 
a capital of 86,796,300/.; and therefore, to be very just, he gives 
in 1813 1 per cent. on that capital; but sbould he not have added 
the accumulation which would have been made in the eleven years 
from 1802 to 1813, on 867,963/, at compound interest, and which 
would have given a further addition to the sinking fund of more 
than 360,000/. per annum? 

3dly, On Mr Pitt's plan, every loan was to be redeemed by its 
sinking fund, under the most unfavourable circumstances, in forty- 
five years. If the loan was raised in a 3 per cent. fund at 60, and 
the stock was uniformly to continue at that price, a 1 per cent. 
sinking fund would redeem the loan to which it was attached in 
twenty-nine years; but then no relief would be given to the public 
from taxation till the end of twenty-nine years; and if there had been 
loans of 10 millions every year for that period, when the first loan 
was paid off, the second would require only one year for its final 
liquidation; the third two years, and so on. On Mr Vansittart’s 
plan, under the same circumstances, the sinking fund of each and 
every loan was to be applied, in the first instance, to the redemption 
of the first loan; and when that was redeemed and cancelled, the 
whole of the sinking funds were to be applied to the payment 
of the second, and so on successively. ‘The first loan of 10 
millions would be cancelled in less than thirteen years, the second 
in less than eix years after the first, the third in a less time, and so 
on. At the end of the thirteenth year, the public would be relieved 
from the interest on the first loan, or, which is the same thing, 
from the necessity of finding fresh taxes for a new loan at the 
end of thirteen years, for two new loans at the end of nineteen 
years; but what would be the state of its debt at either of these 
periode, or at the end of twenty-nine years? Could this ad- 
vantage be obtained without a corresponding disadvantage? No: 
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the excess of debt on Mr Vansittart's plan would be exactly 
equal to these various sums, thus prematurely released by cancelled 
stock, accumulated at compound interest. How could it be other- 
wise? Is it possible that we could obtain a present relief from the 
charge of debt without either directly or indirectly borrowing the 
fund necessary to provide that relief at compound interest? “ By 
this means," says Mr Vansittart, *the loan first contracted would 
be discharged at an earlier period, and the funds charged with the 
payment of its interest would become applicable to the public 
service. Thus, in the event of a long war, a considerable resource 
might accrue during the course of the war itself; as every successive 
loan would contribute to accelerate the redemption of those pre- 
viously existing ; and the total amount of charge to be borne by the 
public, in respect of the public debt, would be reduced to a narrower 
compass than in the other mode, in which a greater number of loans 
would be co-existing. At the same time the ultimate discharge 
of the whole debt would be rather accelerated than retarded." —* It 
is now only necessary to declare that an amount of stock equal to 
the whole of the debt existing in 1786 has been redeemed; and 
that, in like manner, whenever an amount of stock equal to the 
capital and charge of any loan raised since 1792 shall be redeemed, 
in its proper order of succession, such loan shall be deemed and 
taken to be redeemed and satisfied. Every part of the system will 
then fall at once into its proper place; and we shall proceed with 
the future redemption with all the advantages which would have 
been derived from the original adoption of the mode of successive 
instead of simultaneous redemption. Instead of waiting till the 
purchase of the whole of the debt consolidated in 1802 shail be 
completed, that part of it which existed previously to 1792 will be 
considered as already redeemed, and the subsequent loans will 
follow in succession, whenever equal portions of stock shall have 
been purchased. It is satisfactory to observe, that by a gradual 
and equal progress, we shall have the power of effecting the 
complete repayment of the debt more speedily than by the present 
course.” Is it possible that Mr Vansittart could so deceive him- 
self as to believe that, by taking 5 millions from the sinking fund, 
which would not have been taken by the provisions of the act of 
1802, which would not have been taken by the act of 1792, and 
other sums successively, in shorter times than could have been 
effected by the provisions of those two acts, he would be enabled 
to complete the repayment of the debt more speedily? Is it 
pe that he could believe that, by diminishing the sinking 

nd, that is, the amount of revenue as compared with expendi- 
ture, he would effect the payment of our debt more specdily ? 
It is impossible to believe this. How, then, are his words to be 
accounted for? In one way he might have a meaning. It might 
be this, —I know we shall be more in debt in ten, twenty, and 
thirty years, on my plan, than we should have been on that of 
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Lord Sidmouth or on that of Mr Pitt; but we shall have cffected 
a Ernte payment in that time of the stock now existing, as the 
sinking funds attached to future loans will be employed in paying 
our present debt. On Mr Pitt's plan, those sinking funds would 
be used for the payment of the new debt to be created ; that is to 
say, of the loans to which they are respectively attached. We 
shall be more in debt at every subsequent period, it is true; but 
as our debt may be divided into old stock and new stock, I am 
correct when I say that we shall have the power of completing 
the repayment of the debt, meaning by the debt the stock now 
existing, sooner than by the present course. 

This plan of Mr Vansittart was opposed with great ability, both 
by Mr Huskisson and Mr Tierney. The former gentleman said, 
« The very foundation of the assumption that the old debt has been 
paid off, is laid in the circumstance of our having incurred a new 
debt of a much larzer amount; and even allowing that assumption, 
Mr Vansittart would not have been able to erect his present scheme 
upon it, if the credit of the country had not been, for the last twenty 
years, materially impaired by the pressure of that new debt. On 
the one hand, had the sinking fund been operating at 3 per cent. 
during that period, he would not have touched it, even under his 
own construction of the act of 1792. On the other hand, had the 
price of the stocks been still lower than it has been, he would have 
taken from that sinking fund still more largely than he is now, 
according to his own rule, enabledto take. This, then, is the new doc- 
trine of the sinking fund ;—that, having been originally established 
‘to prevent the inconvenient and dangerous accumulation of debt 
hereafter’ (to borrow the very words of the act), and for the sup- 
port and improvement of public credit, it 1s in the accumulation of 
new debt that Mr Vansittart found at once the means and the 
pretence for invading that sinking fund; and the degree of 
depression of public credit was, with him, the measure of the extent 
to which that invasion might be carried. And this is the system 
of which it is gravely predicated that it is no departure from the 
letter, and no violation of the spirit, of the act of 1792; and of 
which we are desired seriously to believe, that it is only the follow- 
ing up and improving upon the original measure of Mr Pitt !—of 
which measure the clear and governing intention was, that every 
future loan should, from the moment of its creation, carry with it the 
seeds of its destruction ; and that the course of its reimbursement 
should that moment be placed beyond the discretion and control of 
Parliament.” —(Mr Huskisson’s Speech, 25th March 1813.) 

This is the last alteration that has taken place in the machinery 
of the sinking fund. Inroads more fatal than this which we have 
just recorded have been made on the fund itself; but they have 
been made silently and indirectly, while the machinery has been 
left unaltered. 

It has been shown by Dr Hamilton, that no fund can be efficient 
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for the reduction of debt but such as arises from an excess of 
revenue above expenditure. 

Suppose a country at peace, and its expenditure, including the 
interest of its debt, to be 40 millions, its revenue to be 41 millions, 
it would possess 1 million of sinking fund. This million would 
accumulate at compound interest, for stock would be purchased 
with it in the market, and placed in the names of the Commis- 
sioners for paying off the debt. These Commissioners would be 
entitled to the dividends before received by private stockholders, 
which would be added to the capital of the sinking fund. The 
fund thus increased would make additional purchases the following 
year, and would be entitled to a larger amount of dividends, and 
thus would go on accumulating, till in time the whole debt would 
be discharged. 

Suppose such a country to increase its expenditure 1 million, 
without adding to its taxes, and to keep up the machinery of the 
sinking fund, it is evident that it would make no progress in the 
reduction of its debt; for though it would accumulate a fund in 
the same manner as before, in the hands of the Commissioners, it 
would, by means of adding to its funded or unfunded debt, and by 
constantly borrowing, in the same way, the sum necessary to pay 
the interest on such loans, accumulate its million of debt annually 
at compound interest, in the same manner as it accumulated its 
million annually of sinking fund. 

But suppose that it continued its operations of investing the 
sinking fund in the purchase of stock, and made a loan for the 
million which it was deficient in its expenditure, and that, in order 
to defray the interest and sinking fund of such loan, it imposed 
new taxes on the people to the amount of 60,000/., the real and 
efficient sinking fund would, in that case, be 60,000/. per annum, 
and no more; for there would be 1,060,000/, and no more, to 
invest in the purchase of stock, while 1 million was raised by the 
sale of stock, or, in other words, the revenue would exceed the 
expenditure by 60,000/. 

Suppose a war to take place, and the expenditure to be increased 
to 60 millions, while its revenue continued, as before, 41 millions, 
still keeping on the operation of the Commissioners with respect 
to the investment of 1 million. If it were to raise war-taxes for 
the payment of the 20 millions additional expense, the million of 
sinking fund would operate to the reduction of the national debt 
at compound interest as it did before. If it raised 20 millions 
by loan in the stocks or in exchequer bills, and did not provide for 
the interest by new taxes, but obtained it by an addition to the 
loan of the following year, it would be accumulating a debt of 20 
millions at compound interest; and while the war lasted, and the 
same expenditure continued, it would not only be accumulating a 
debt of 20 millions at compound interest, but a debt of 20 millions 
per annum ; and consequently the real increase of its debt, after 
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allowing for the operation of the million of sinking fund, would be 
at the rate of 19 millions per annum at compound interest. But 
if it provided by new taxes 5 per cent. interest for this annual loan 
of 20 millions, it would, on the one hand, simply increase the debt 
20 millions per annum; on the other, it would diminish it by 
1 million per annum, with its compound interest. If we suppose 
that, in addition to the 5 per cent. interest, it raised also by annual 
taxes 200,000/. per annum as a sinking fund for each loan of 20 
millions, it would, the first year of the war, add 200,000/. to the 
sinking fund, the second year 400,000/., the third year 600,0007., 
and so on, 200,000}. for every loan of 20 millions. Every year it 
would add, by means of the additional taxes, to its annual revenue, 
without increasing its expenditure. Every year, too, that part of 
this revenue which was devoted to the purpose of purchasing debt, 
would increase by the amount of the dividends on the i pur- 
'chased, and thus would its revenue still further increase, till at last 
the revenue would overtake the expenditure, and then once again 
it would have an efficient sinking fund for the reduction of debt. 

It is evident that the result of these operations would be the 
same, the rate of interest being supposed to be always at 5 per 
cent., or any other rate, if, during the excess of expenditure above 
revenue, the operation of the Commissioners in the purchase of 
stock were to cease. The real increase of the national debt must 
depend upon the excess of expenditure above revenue, and that 
would be noways altered by a different arrangement. Suppose 
that, instead of raising 20 millions the first year, and paying off 
1 million, only 19 millions had been raised by loan, and the same 
taxes had been raised, namely, 1,200,000}. As 5 per cent. would 
be paid on 19 millions only, instead of on 20 millions, or 950,000.. 
for interest instead of 1 million, there would remain, in addition to 
the original million, 250;000/. towards the loan of the following 
year, consequently the loan of the second year would be only for 
18,750,000/.; but as 1,200,000/. would be again raised by addi- 
tional taxes, or 2,400,000/. in the whole the second year, besides 
the original million, there would be a surplus, after paying the 
interest of both loans, of 1,512,500/., and therefore the loan of the 
third year would be for 18,487,500/ The progress during five 
years i8 shown in the following table :— 


i 
Amount Amount Amount 


| each Year. of Loans. of Interest. | of Taxes. Burplus. | 

| £ £: £ £ £ | 
lst year............. 19,000,000 19,000,000 950,000 | 2,200,000 | 1,250,000 
| 2d yent.......... e. | 18,750,000 37,750,000 | 1,887,500 | 3,400,000 | 1,512,500 
3d year.......... e. 18,487,500 56,237,500 | 2,811,875 | 4,600,000 | 1,788,125 
| 4th year............ 18,211,875 74,449,375 | 3,722,469 | 5,800,000 | 2,077,531 


| Sth year............ 17,922,469 | 92,871,844 | 4,618,592 | 7,000,000 | 2,381,408 ' 


——-—— — — —' E 
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If, instead of thus diminishing the loan each year, the same 
amount of taxes precisely had been raised, and the sinking fund 
had been applied in the usual manner, the amount of debt would 
have been exactly the same at any one of these periods. In the 
third column of the above table it will be scen, that in the fifth 
year the debt had increased to 92,371,844/. On the supposition 
that 200,000/. per annum had each year been added to the sinking 
fund, and invested in stock by the Commissioners, the amount of 
unredeemed debt would have been the same sum of 92,371,8441., 
as will be seen by the last column of the following table :— 


Lom Amount | Debt | Amount Interest Debt 
each Y of Redeemed Debt on Debt remaining 
ear. ans, each Year. | Redeemed. | Redeemed. |Unredeemed. 
ee EENE E ES) J! 
£ £ | £ £ £ £ 


lst year ...| 20,000,000 | 20,000,000 1,000,000 | 1,000,000 | 50,000 |19,000,000 
2d year ...| 20,000,000 | 40,000,000: 1,250,000 | 2,250,000 | 112,500 [37,750,000 
3d year ...| 20,000,000 | 60,000,000, 1,512,500 | 3,762,500 | 188,125 | 56,237,500 
4th year...| 20,000,000 | 80,000,000! 1,788,125 | 5,550,625 | 277,531 |74,449,375 
| 5th year...| 20,000,000 |100,000,000| 2,077,531 | 7,628,156 | 381,408 92,371,844 


" 


A. full consideration of this subject, in all its detaile, has led 
Dr Hamilton to the conclusion, that this first mode of raising the 
supplies during war, viz. by diminishing the amount of the annual 
loans, and stopping the purchases of the Commissioners in the 
market, would be more economical, and that it ought therefore to 
be adopted. In the first place, all the expenses of agency would 
be saved; in the second, the premium usually obtained by the 
contractor for the loan would be saved on that part of it which is 
repurchased by the Commissioners in the open market. It is true 
that the stocks may fall as well as rise between the time of con- 
tracting for the loan and the time of the purchases made by the 
Commissioners, and therefore, in some cases, the public may gain 
by the present arrangement; but as these chances are equal, and 
a certain advantage is given to the loan contractor, to induce him 
to advance his money, independently of all contingency of future 
price, the public now give this advantage on the larger sum instead 
of on the smaller. On an average of years this cannot fail to 
amount to a very considerable sum. But both these objections 
would be obviated, if the clause in the original einking fund bill, 
authorising the Commissioners to subscribe to any loan for the 
public service, to the amount of the annual fund which they have 
to invest, were uniformly complied with. This is the mode which 
was for several years strongly urged by Mr Grenfell, and it is far 
preferable to that which Dr Hamilton recommends. Dr Hamilton 
and Mr Grenfell both agree, that in time of war, when the expen- 
diture exceeds the revenue, and when therefore we are annually 
increasing our debt, it is a useless operation to buy a comparatively 

LL 
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small quantity of stock in the market, while we are at the same 
time under the necessity of making large sales: but Dr Hamilton 
would not keep the inkin fund as a separate fund; Mr Grenfell 
would, and would have it increased with our debt by some known 
and fixed rules. We agree with Mr Grenfell. If & loan of 20 
millions is to be raised annually, while there is in the hands of 
the Commissioners 10 millions which they annually receive, the 
obvious and simple operation should be really to raise only 10 
millions by loan; but there is & convenience in calling it 20 
millions, and allowing the Commissioners to subscribe 10 millions. 
All the objections of Dr Hamilton are by these means removed ; 
there will be no expense for agency; there will be no loss on 
account of any difference of price at which the public sell and buy. 
By calling the loan 20 millions the public will be induced more 
easily to bear the taxes which are necessary for the interest and 
sinking fund of 20 millions. Call the loan only 10 millions, abolish 
during the war the very name of the sinking fund in all your 
public accounts, and it would be difficult to show to the people 
the expediency of providing 1,200,000}. per annum by additional 
taxation, for the interest of a loan of 10 millions. The sinking 
fand is therefore useful as an engine of taxation, and if the country 
could depend on ministers, that it would be faithfully devoted to 
the purposes for which it was established, namely, to afford at the 
termination of war a clear additional surplus revenue beyond expen- 
diture, in proportion to the addition made to the debt, it would be 
wise and expedient to keep it as a separate fund, subject to fixed 
rules and regulations. 

We shall presently inquire whether there can be any such 
dependence, and therefore whether the sinking fund is not an 
instrument of mischief and delusion, and really tending rather to 
increase our debt and burdens than to diminish them. 

It is objected both to Dr Hamilton’s and Mr Grenfell’s projects, 
that the disadvantages which they mention are trifling in degree, 
and are more than compensated by the steadiness which is given 
to the market by the daily purchases of the Commissioners; that 
the money which those purchases throw into the market is a 
resource on which bankers and others, who may suddenly want 
money, with certainty rely. 

Those who make this objection forget, that if, by the adoption 
of this plan, a daily purchaser is withdrawn from the market, so 
also is a daily seller. The minister gives now to one party 10 
millions of money to invest in stock, and to another party as much 
stock as 10 millions costs to sell, and as the instalments on the 
loan are paid monthly, it may fairly be said that the supply is as 
regular as the demand. It cannot be doubted too, that a loan of 
20 millions is negotiated on worse terms than one of 10. It is 
true that no more stock will remain in the market at the end of 
the year, whether the one or the other sum be raised by loan, but 
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for a time the contractor must make a large purchase, and he must 
wait before he can make his sale of 10 millions to the Commis- 
sioners. He is induced then to sell much more largely before the 
contract, which cannot fail to affect the market price, and it must 
be recollected, that it is the market price on the day of bidding 
for the loan which governs the terms on which the loan is nego- 
tiated. It is looked «o both by the minister who sells and the 
contractor who purchases. The experiment on Mr Grenfell’s sug- 

estion was tried for the first time in 1819; the sum required by 

overnment was 24 millions, to which the Commissioners subscribed 
12 millions. In lieu of a loan of 24 millions from the contractor, 
there was one only of 12 millions, and as soon as this arrangement 
was known, previous to the contract, the stocks rose to 4 or 5 per 
cent., and influenced the terms of the loan in that degree. The 
reason was, that a preparation had been made for 24 or 30 millions 
loan, and as soon as it was known that it would be for 12 millions 
only a part of the stock sold was repurchased. Another advantage 
attending the smaller loan is, that 800/. per million, which is paid 
to the Bank for management of the loan, is saved on the sum 
subscribed by the Commissioners. 

Dr Hamilton, in another part of his work, observes, “If the 
sinking fund could be conducted without loss to the public, or 
even if it were attended with a moderate loss, it would not be 
wise to propose an alteration of a system which has gained the 
confidence of the public, and which points out a rule of taxation 
that has the advantage at least of being steady. If that rule be 
laid aside, our measures of taxation might become entirely loose.” 

* The means, and the only means, of restraining the progress of 
national debt, are saving of expenditure and increase of revenue. 
. Neither of these has a necessary connexion with a sinking fund. 
But if they have an eventual connexion, and if the nation, im- 
pe with a conviction of the importance of a system established 

a popular minister has, in order to adhere to it, adopted measures 
either of frugality in expenditure, or exertion in raising taxes, 
which it would not otherwise have done, the sinking fund ought 
not to be considered as inefficient, and its effects may be of great 
importance." 

It will not, we think, admit of a doubt, that if Mr Pitt's sinking 
fund, as established in 1792, had been always fairly acted upon— 
if, for every loan, in addition to the war-taxes, the interest, and a 
l per cent. sinking fund had been invariably supplied by annual 
taxes— we should have made rapid progress in the extinction of 
debt. The alteration in principle which was made in the sinking 
fund by the act of 1802 was, in our opinion, a judicious one: it 

rovided that no part of the sinking fund, neither that which arose 
from the original million, with its addition of 200,000/. per annum, 
nor that which arose from the 1 per cent. raised for the loans since 
1792, should be applicable to the publie service till the whole of 
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the debt then existing was redeemed. We should have been dis- 
posed to extend this principle further, and to make a provision, 
that no part of the sinking fund should be applicable to the public 
service until the whole of the debt then existing, and subsequently 
to be created, should be redeemed. We do not think that there is 
much weight in the objection to this clause, which was made to it by 
Lord Henry Petty in 1807, and referred to and more strongly urged 
by Mr Vansittart in 1818. The noble Lord said, * I need hardly 
press ae the consideration of the committee all the evils likely 
to result from allowing the sinking fund to accumulate without 
any limit, for the nation would be exposed by that accumulation 
to the mischief of having a large portion of capital taken at once 
out of the market, without any adequate means of applying it, 
which would of course be deprived of its value. 

* This evil must appear so serious to any man who contemplates 
its character, that I have no doubt it will be felt, however para- 
doxical it may seem, that the redemption of the whole national 
debt at once would be productive of something like national bank- 
ruptcy ; for the capital would be equivalent almost to nothing, 
while the interest he had before derived from it would be altogether 
extinguished. The other evils which would arjse from, and which 
must serve to demonstrate the mischievous consequence of a prompt 
discharge of the national debt, I will show presently. Different 
arrangements were adopted in the further provisions made on the 
subject of the sinking fund in 1792 and in 1802. By the first the 
sinking fund of 1 per cent., which was thenceforward to be pro- 
vided for every new loan, was made to accumulate at compound 
interest, until the whole of the debt created by such new loan 
should be extinguished. And by the second arrangement, all the 
various sinking funds existing in 1802 were consolidated, and the 
whole were appropriated to accumulate at compound interest until 
the discharge of the whole of the debt also existing in 1802. But 
the debt created since 1802, amounting to about 100 millions of 
nominal capital, is still left subject to the act of 1792, which pro- 
vides for each separate loan a sinking fund of only 1 per cent. on 
the nominal capital. The plan of 1802, engrafted on the former 
acts of 1786 and 1792, provided for the still more speedy extinction 
of the debt to which it applied; but it would postpone all relief 
from the public burdens to a very distant period (computed in 
1802 to be from 1834 to 1844) ; and it would throw such large 
and disproportionate sums into the money market in the latter 
years of its operation, as might produce a very dangerous deprecia- 
tion of the value of money. Many inconveniences might also 
arise from the sudden stop which would be put to the application 
of those sums when the whole debt should have been redeemed, 
and from the no less sudden change in the price of all commodities, 
which must follow from taking off at one and the same moment 
taxes to an extent probably then much exceeding 30 millions. 


ESSAY ON THE FUNDING 8YSTEM. 533 


The fate of merchants, manufacturers, mechanics, and every descrip- 
tion of dealers, in such an event, must be contemplated by every 
thinking man with alarni; and this uei to my observation 
respecting a national bankruptcy; for, should the national debt be 
discharged, and such a weight of taxation taken off at once, all the 
goods remaining on hand would be, comparatively speaking, of no 
value to the holders, because, having heen purchased or manu- 
factured while such taxation prevailed, they must be undersold by 
all those who might manufacture the same kind of goods after 
such taxation had ceased. These objections were foreseen, and to 
a certain degree acknowledged, at the time when the act of 1802 
was passed, and it was then answered, that whenever the danger 
approached it might be obviated by subsequent arrangements.” 
A great many of these objections appear to us to be chimerical, 
but, if well founded, we agree with the latter part of the extract, 
* whenever the danger approached it might be obviated by subse- 
quent arrangements.” It was not necessary to legislate in 1807 
or in 1813 for a danger which could not happen till between 1834 
and 1844. It was not necessary to provide against the evils which 
would arise from a plethora of wealth at a remote period, when 
our real difficulty was how to supply our immediate and pressing 
wants. 

What are the evils apprehended from the extravagant growth 
of the sinking fund towards the latter years of its existence? Not 
that taxation will be increased, because the growth of the sinking 
fund is occasioned by dividends on stock purchased, but, first, that 
capital will be returned too suddenly into the hands of the stock- 
holder, without his having any means of deriving a revenue from 
it ; and, secondly, that the remission of taxes, to the amount pro- 
bably of 30 millions, will have a great effect on the prices of par- 
ticular commodities, and will be very pernicious to the interest of 
those who may deal in or manufacture such commodities. 

It is obvious that the Commissioners have no capital. The 
receive quarterly or daily certain sums, arising from the taxes, whic 
they employ in the redemption of debt. One portion of the people 
pay what another portion receive. If the payers employed the 
sums paid as capital, that is to say, in the production of raw pro- 
duce, or manufactured commodities, and the receivers, when they 
received it, employed it in the same manner, there would be little 
variation in the annual produce. A part of that produce might be 
produced by A instead of by B : not that even this is a necessary 
consequence; for A, when he received the money for his debt, 
might lend it to B, and might receive from him a portion of the 
produce for interest, in which case B would continue to employ 
the capital as before. On the supposition, then, that the sinki 
fund is furnished by capital and not by revenue, no injury woul 
result to the community, however large that fund might be; there 
might or might not be a transfer of employments, but the annual 
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. produce, the real wealth of the country, would undergo no deteriora- 
tion, and the actual amount of capital employed would neither be 
increased nor diminished. But if the payers of taxes, for the interest 
and sinking fund of the national debt, paid them from revenue, 
then they would retain the same capital as before in active employ- 
ment; and as this revenue, when received by the stockholder, 
would be by him employed as capital, there would be, in conse- 
quence of this operation, a great increase of capital; every year an 
additional portion of revenue would be turned into capital, which 
could be employed only in furnishing new commodities to the 
market. Now, the doubts of those who speak of the mischievous 
effecta of the great accumulation of the Ka fund, proceed from 
an opinion they entertain, that a country may possess more capital 
than it can beneficially employ, and that there may be such a glut 
of commodities that it would be impossible to dispose of them on 
such terms as to secure to the producers any profits on their capitals. 
The error of this reasoning has been made manifest by M. Say, in 
his able work, Economie Politique, and afterwards by Mr Mill, in 
his excellent reply to Mr Spence, the advocate of the doctrine of 
the Economistes. ‘They show that demand is only limited by pro- 
duction ; whoever can produce has a right to consume, and he will 
exercise his privilege to the greatest extent. They do not deny 
that the demand for particular commodities is limited, and there- 
fore they say there may be a glut of such commodities; but in a 
great and civilized country, wants, either for objects of necessity 
or of luxury, are unlimited, and the employment of capital is of 
equal extent with our ability of supplying food and necessaries for 
the increasing population, which a continually augmenting capital 
would employ. With every increased difficulty of producing addi- 
tional supplies of raw produce from the land, corn, and other 
necessaries of the labourer, would rise; hence wages would rise. 
A real rise of wages is necessarily followed by a real fall of profits, 
and therefore when the land of a country is brought to the highest 
state of cultivation, when more labour employed upon it will not 

ield in return more food than what is necessary to support the 
abourer so employed, that country is come to the limit of its in- 
crease both of capital and population. 

The richest country in Buap is yet far distant from that degree 
of improvement; but if any had arrived at it, by the aid of foreign 
commerce, even such a country could go on for an indefinite time 
increasing in wealth and population; for the only obstacle to this 
increase would be the scarcity, and consequent high value, of food 
and other raw produce. Let these be supplied from abroad in 
exchange for manufactured goods, and it is difficult to say where 
the limit is at which you would cease to accumulate wealth, and 
to derive profit from its employment. This is a question of the 
utmost importance in political economy. We hope that the little 
we have said on the subject will be sufficient to induce those who 
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wish clearly to understand the principle, to consult the works of the 
able authors whom we have named, to which we acknowledge our- 
selves so much indebted. If these views are correct, there is 
then no danger that the accumulated capital which a sinking fund 
under particular circumstances might occasion, would not find 
employment, or that the commodities which it might be made to 
produce would not be beneficially sold, so as to afford an adequate 
profit to the producers. On this part of the subject it is only 
necessary to add, that there would be no necessity for stock- 
holders to become farmers or manufacturers. There is always 
to be found in a great country a sufficient number of responsible 
persons, with the requisite skill ready to employ the accumulated 
capital of others, and to pay to them a share of the profits, and 
which in all countries is iowa by the name of interest for bor- 
rowed money. ! 

The second objection to the indefinite increase of the sinking 
fund remains now to be noticed. By the remission of taxes sud- 
denly to the amount probably of 30 millions per annum, a great 
effect would be produced on the price of goods. “The fate of 
merchants, manufacturers, mechanics, and every description of 
dealers, in such an event, must be contemplated by every think- 
ing man with alarm; for should the national debt be discharged, 
and such a weight of taxation taken off at once, all the goods 
remaining on hand would be, comparatively speaking, of no value 
to the holders, because, having been purchased or manufactured 
while such taxation prevailed, they must be undersold by all 
those who might manufacture the same kind of goods after such 
taxation had ceased." It is only, then, on the supposition that 
merchants, manufacturers, and dealers, would be affected as above 
described, that any evil would result from the largest remission 
of taxes. It would not of course be said, that by remitting a tax 
of 5l. to A, 10/. to B, 100.. to C, and so on, any injury would be 
done to them. If they added these different sums to their respec- 
tive capitals, they would augment their permanent annual revenue, 
and would be contributing to the increase of the mass of commo- 
dities, thereby adding to the general abundance. We have already, 
we hope, successfully, shown that an augmentation of capital is 
neither injurious to the individual by whom it is saved, nor to the 
community at large; its tendency is to increase the demand for 
labour, and consequently the population, and to add to the power 
and strength of the country. But they will not add these respec- 
tive sums to their capitals; they will expend them as revenue! 
The measure cannot be said to be either injurious to themselves or 
to the community on that account. They annually contributed & 
portion of their produce to the stockholder in payment of debt, 
who immediately employed it as capital; that portion of produce 
is now at their own disposal; they may consume it themselves 
if they please. A farmer who used to sell a portion of his corn 
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for the particular purpose of furnishing this tax, may consume this 
corn himself; he may get the distiller to make gin of it, or the 
brewer to turn it into beer, or he may exchange it for a portion 
of the cloth which the clothier, who is now released from the tax 
as well as the farmer, is at liberty to dispose of for any commodity 
which he may desire. It may indeed be said, where is all this cloth, 
beer, gin, &c., to come from; there was no more than necessary 
for the general demand before this remission of taxes; if every man 
is now to consume more, from whence is this supply to be obtained? 
This is an objection of quite an opposite nature to that which was 
before urged. Now, it is said there would be too much demand 
and no additional supply; before, it was contended that the supply 
would be so great that no demand would exist for the quantity 
supplied. One objection is no better founded than the other. The 
stockholders, by previously receiving the payment of their debt, 
and employing the funds they received productively, or lending 
them to some other persons who would so employ them, would 
produce the very additional commodities which the society at large 
would have it in their power toconsume. There would be a general 
augmentation of revenue, and a general augmentation of enjoy- 
ment; and it must not for a moment be supposed that the increased 
consumption of one part of the people would be at the expense of 
another part. The good would be unmixed, and without alloy. It 
remains, then, only to consider the injury to traders from the fall 
in the price of goods; and the remedy against this appears to be 
so very simple, that it surprises us that it should ever have been 
urged as an objection. In laying on a new tax, the stock in 
hand of the article taxed is commonly ascertained; and, as a mea- 
sure of justice, the dealer in such article is required to pay the 
imposed tax on his stock. "Why may not the reverse of this be 
done? Why may not the tax be returned to each individual on his 
stock in hand, si it shall be thought expedient to take off 
the tax from the article which he manufactures, or in which he 
deals? It would only be necessary to continue the taxes for a 
very short time for this purpose. On no view of this question can 
we see any validity in the arguments which we have quoted, and 
which were so particularly insisted on by Mr Vansittart. 

- There are some persons who think that a sinking fund, even 
when strictly applied to its object, is of no national benefit what- 
ever. The money which is contributed, they say, would be more 
productively employed by the payers of the taxes than by the com- 
missioners of the sinking fund. The latter purchase stock with it, 
which probably does not yield 5 per cent.; the former would obtain 
from the employment of the same capital much more than 5 per 
cent., consequently the country would be enriched by the diflerence. 
There would be in the latter case a larger nett supply of the pro- 
duce of our land and labour, and that is the fund from which ulti- 
mately all our expenditure must be drawn. Those who maintain 
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this opinion do not see that the commissioners merely receive 
money from one class of the community, and pay it to another 
class, and that the real question is, Which of these two classes 
will employ it most productively? Forty millions per annum are 
raised by taxes, of which 20 millions, we will suppose, is paid for 
sinking fund, and 20 millions for interest of debt. After a year’s 
purchase is made by the commissioners, this 40 millions will be 
divided differently ; 19 millions will be paid for interest, and 21 
millions for sinking fund; and so from year to year, though 40 
millions is always paid on the whole, a less and less portion of it 
will be paid for interest, and a larger portion for sinking fund, till 
the commissioners have purchased the whole amount of stock, 
and then the whole 40 millions will be in the hands of the commis- 
sioners. ‘The sole question, then, with regard to profit is, whether 
those who pay this 40 millions, or those who receive it, will employ 
it most productively; the commissioners, in fact, never employing 
it all, their business being to transfer it to those who will employ 
it. Now, of this we are quite certain, that all the money received 
by the stockholder in return for his stock must be employed as 
capital; for if it were not so employed, he would be deprived of 
his revenue, on which he had habitually depended. If, then, the 
taxes which are paid towards the sinking fund be derived from 
the revenue of the country, and not from its capital, by this opera- 
tion a portion of revenue is yearly realised into capital, and con- 
sequently the whole revenue of the society is increased; but it 
might have been realised into capital by the payer of the tax 
if there had been no sinking fund, and he had been allowed to 
retain the money to his own use. It might so, and if it had been 
so disposed of, there can be no advantage in respect to the accumu- 
lation of the wealth of the whole society by the establishment of 
the sinking fund; but it is not so probable that the payer of the 
tax would make this use of it as the receiver. The receiver, when 
he gets paid for his stock, only substitutes one capital for another ; 
and he is accustomed to look to his capital for all his yearly income. 
The payer will have all that he paid in addition to his former 
revenue; if the sinking fund be discontinued he may indeed realise it 
into capital, but he may also use it as revenue, increasing his expen- 
diture on wine, houses, horses, clothes, &c. The payer might, too, 
have paid it from his capital; and therefore the employment of one 
capital might be substituted for another. In this case, too, no 
advantage arises from the Due fund, as the national wealth 
would accumulate as rapidly without it as with it; but if any 
portion of the taxes paid expressly for the sinking fund be 
paid from revenue, and which, if not so paid, would have been 
expended as revenue, then there is a manifest advantage in the 
sinking fund, as it tends to increase the annual produce of 
our land and labour; and as we cannot but think that this would 
be its operation, we are clearly of opinion that a sinking 
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fund, honestly applied, is favourable to the accumulation of 
wealth. 

Dr Hamilton has followed Dr Price in insisting much on the 
disadvantage of raising loans during war in a 3 per cent. stock, and 
not in a 5 per cent. stock. In the former, a great addition is made 
to the nominal capital, which is generally redeemed during peace 
at a greatly advanced price. Three per cents. which were sold at 60 
will probably be repurchased at 80, and may come to be bought 
at 100; whereas in 5 per cents. there would be little or no increase 
of nominal capital, and as all the stocks are redeemable at par, 
they would be paid off with very little loss. The correctness of 
this observation must depend on the relative prices of these two 
stocks. During the war in 1798, the 3 per cents. were at 50, while 
the 5 per cents. were at 73; and at all times the 5 per cents. bear 
a very low relative price to the 3 per cents. Here, then, is one 
disadvantage to be put against another, and it must depend upon 
the degree in which the prices of the 3 per cents. and 5 per 
cents. differ, whether it be more desirable to raise the loan in the 
one or in the other. We have little doubt, that during many 
periods of the war, there would have been a decided disadvantage 
in making the loan in 5 per cent. stock in preference to 3 per cent. 
stock. The market in 5 per cent. stock, too, is limited; a sale 
cannot be forced in it without causing a considerable fall, a circum- 
stance known to the contractors, and against which they would 
naturally take some security in the price which they bid for a large 
loan if in that stock. A premium of 2 per cent. on the market 
price may appear to them sufficient to compensate them for their 
risk in a loan in 3 per cent. stock; they may require one of 5 per 
cent. to protect them against the dangers they apprehend from 
taking the same loan in a 5 per cent. stock. 

II. After having duly considered the operation of a sinking fund 
derived from annual taxes, we come now to the consideration of 
the best mode of providing for our annual expenditure, both in 
war and peace; and further, to examine whether a country can 
have any security that a fund raised for the purpose of paying debt 
will not be misapplied by ministers, and be really made iha etn 
ment for creating new debt, so as never to afford a rational hope 
that any progress whatever will permanently be made in the reduc- 
tion of debt. 

Suppose a country to be free from debt, and a war to take place 
which should involve it in an annual additional expenditure of 20 
millions—there are three modes by which this expenditure may be 
provided; first, taxes may be raised to the amount of 20 millions 
per annum, from which the country would be totally freed on the 
return of peace; or, secondly, the money might be annually bor- 
rowed and funded, in which case, if the interest agreed upon was 
9 per cent., a perpetual charge of 1 million per annum taxes would 
be incurred for the first year's expense, from which there would be 
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no relief during peace, or in any future war,—of an additional 
million for the second years expense, and so on for every year 
that the war might last. At the end of twenty years, if the war 
lasted so long, the country would be perpetually encumbered with 
taxes of 20 millions per annum, and would have to repeat the same 
course on the recurrence of any new war. The third mode of pro- 
viding for the expenses of the war would be to borrow annually the 
20 millions required as before, but to provide by taxes a fund, in 
addition to the interest, which, accumulating at compound interest, 
should finally be equal to the debt. In the case supposed, if money 
was raised at 5 per cent., and a sum of 200,000/. per annum in 
addition to the million for interest were provided, it would accumu- 
late to 20 millions in forty-five years; and by consenting to raise 
1,200,000/. per annum by taxes for every loan of 20 millions, each 
loan would be paid off in forty-five years from the time of its 
creation; and in forty-five years from the termination of the war, 
if no new debt were created, the whole would be redeemed, and 
the whole of the taxes would be repealed. 

Of these three modes we are decidedly of opinion that the 
preference should be given to the first. The burdens of the war 
are undoubtedly great during its continuance, but at its termination 
they cease altogether. When the pressure of the war is felt at once, 
without mitigation, we shall be less disposed wantonly to engage 
in an expensive contest, and if engaged in it, we shall be sooner 
disposed to get out of it, unless it be a contest for some great 
national interest. In point of economy there is no real difference 
in either of the modes, for 20 millions in one payment, 1 million 
per annum for ever, or 1,200,000/. for forty-five years, are precisely 
of the same value; but the people who pay the taxes never so 
estimate them, and therefore do not manage their private affairs 
accordingly. We are too apt to think that the war 1s burdensome 
only in proportion to what we are at the moment called to pay for 
it in taxes, without reflecting on the probable duration of such 
taxes. It would be difficult to convince a man possessed of 20,000/., 
or «i other sum, that a perpetual payment of 50/. loud annum was 
equally burdensome with a single tax of 10004. He would have 
some vague notion that the 50/. per annum would be paid b 
posterity, and would not be paid by him; but if he leaves his 
fortune to his son, and leaves it charged with this perpetual tax, 
where is the difference whether he leaves him 20,000}. with the 
tax, or 19,0004. without it? This argument of charging posterity 
with the interest of our debt, or of relieving them from a portion 
of such interest, 18 often used by otherwise well informed people, 
but we confess we see no weight in it. It may indeed be said 
that the wealth of the country may increase, and as a portion of 
the increased wealth will have to contribute to the taxes, the pro- 
portion falling on the present amount of wealth will be less, and 
thus posterity will contribute to our present expenditure. That 
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this may be so is true, but it may also be otherwise ; the wealth of 
the country may diminish, individuals may withdraw from a country 
heavily taxed, and therefore the property retained in the country 
may pay more than the just equivalent which would at the present 
time be received from it. That an annual tax of 50. is not deemed 
the same in amount as 10007. ready money, must have been observed 
by every body. If an individual were called upon to pay 10007. 
to the income-tax, he would probably endeavour to save the whole 
of it from his income ; he would do no more if, in lieu of this war- 
tax, a loan had been raised, for the interest of which he would 
have been called upon to pay only 50l. income-tax. The war-taxes, 
then, are more economical, for when they are paid an effort 1s 
made to save to the amount of the whole expenditure of the war, 
leaving the national capital undiminished. In the other case, an 
effort is only made to save to the amount of the interest of such 
expenditure, and therefore the national capital is diminished in 
amount. The usual objection made to the payment of the larger 
tax is, that it could not be conveniently paid by manufacturers 
and landholders, for they have not large sums of money at their 
command. We think that great efforts would be made to save 
the tax out of their income, in which case they could obtain 
the money from this source; but suppose they could not, what 
should hinder them from selling a part of their property for money, 
or of borrowing it at interest? That there are persons disposed to 
lend is evident from the facility with which Government raises ite 
loans. Withdraw this great borrower from the market, and private 
borrowers would be readily accommodated. By wise regulations 
and good laws the greatest facilities and security might be afforded 
to individuals in such transactions. In the case of a loan A advances 
the money, and B pays the interest, and every thing else remains 
as before. In the case of war-taxes A would still advance the 
money and B pay the interest, only with this difference, he would 
pay it directly to A; now he pays it to Government, and Govern- 
ment pays it to A. 

These large taxes, it may be said, must fall on property, which 
the smaller taxes now do not exclusively do. Those who are in 
professions, as well as those who live from salaries and wages, and 
who now contribute annually to the taxes, could not make a large 
ready moncy payment, and they would therefore be benefited at the 
expense of the capitalist and landholder. We believe that they 
would be very little, if at all benefited by the system of war-taxes. 
Fees to Pisae nr men, salaries, and wages, are regulated by the 
prices of commodities, and by the relative situation of those who 

ay and of those who receive them. A tax of the nature proposed, 
if it did not disturb prices, would, however, change the relation 
between these classes, and a new arrangement of fees, salaries, and 
wages would take place, so that the usual level would be restored. 

The reward that is paid to professors, &c., is regulated, like 
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every thing else, by demand and supply. What produces the 
supply of men, with certain qualifications, is not any particular 
sum of money, but a certain relative position in society. If you 
diminish, by additional taxes, the incomes of landlords and capita- 
lists, leaving the pay of professions the same, the relative position 
of professions would be raised—an additional number of persons 
would therefore be enticed into those lines, and the competition 
would reduce the pay. 

The greatest advantage that would attend war-taxes would be 
the little permanent derangement that they would cause to the 
industry of the country. The prices of our commodities would 
not be disturbed by taxation, or if they were, they would only be 
so during a period when every thing is disturbed by other causes 
during war. At the commencement of peace every thing would 
be at its natural price again, and no inducement would be afforded 
to us by the direct cffect, and still less by the indirect effect of 
taxes on various commodities, to desert employments in which we 
have peculiar skill and facilities, and engage in others in which the 
same skill and facilities are wanting. In a state of freedom every 
man naturally engages himself in that employment for which he is 
best fitted, and the greatest abundance of products is the result. 
An injudicious tax may induce us to import what we should other- 
wise have produced at home, or to export what we should other- 
wise have received from abroad ; and in both cases we shall receive, 
besides the inconvenience of paying the tax, a less return for a 
given quantity of our labour than what that labour would, if 
unfettered, have bane Under a complicated system of taxa- 
tion it is impossible for the wisest legislature to discover all the 
effects, direct and indirect, of its taxes; and if it cannot do this, 
the industry of the country will not be exerted to the greatest 
advantage. By war-taxes we should save many millions in the 
collection of taxes. We might get nd of at least some of the 
expensive establishments, and the army of officers which they 
employ would be dispensed with. "There would be no charges for 
the management of debt. Loans would not be raised at the rate 
of 507. or 607. for a nominal capital of 1007, to be repaid at 70/., 
80., or possibly at 100/. ; and, perhaps, what is of more importance 
than all these together, we might get rid of those great sources of 
the demoralization of the people, the Customs and Excise. In every 
view of this question we come to the same conclusion, that it would 
be a great improvement in our system for ever to get rid of the 

ractice of funding. Let us meet our difficulties as thee arise, and 

eep our estates free from permanent encumbrances, of the weight 
of which we are never truly sensible till we are involved in them 
past remedy. 

We are now to compare the other two modes of defraying the 
expenses of a war, one ii borrowing the capital expended, and pro- 
viding annual taxes permanently for the payment of the interest ; 
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the other by borrowing the capital expended, and, besides providing 
the interest by annual taxes, raising by the same mode, an addi- 
tional revenue (and which is called the sinking fund), with a view, 
within a certain determinate time, to redeem the original debt, and 
get rid entirely of the taxes. 

Under the firm conviction that nations will at last adopt the plan 
of defraying their expenses, "san and extraordinary, at the time 
they are incurred, we are favourable to every plan which shall 
soonest redeem us from debt; but then we must be convinced that 
the plan is effective for the object. This, then, is the place to 
examine whether we have or can have any security for the due 
application of the sinking fund to the payment of debt. 

hen Mr Pitt, in 1786, established the sinking fund, he was 
aware of the danger of entrusting it to ministers and Parliament ; 
and therefore provided that the sums applicable to the sinking fund 
should be paid by the Exchequer into the hands of commissioners, 
by quarterly payments, who should be required to invest equal sums 
of money in the purchase of stock, on four days in each week, or 
about fifty days in each quarter. The commissioners named were, 
the Speaker of the House of Commons, the Chancellor of the Ex- 
chequer, the Master of the Rolls, the Accountant-General of the 
Court of Chancery, and the Governor and Deputy-Governor of the 
Bank. He thought that, under such management, there could be 
no misapplication of the funds, and he thought correctly, for the 
commissioners have faithfully fulfilled the trust reposed in them. In 
proposing the establishment of a sinking fund to Parliament in 
1786, Mr Pitt said, ^ With regard to preserving the fund to be 
invariably applied to the diminution of the debt inalienable, it was 
the essence of his plan to keep that sacred, and most effectually so 
in tinge of war. He must contend, that to suffer the fund at any time, 
or on any pretence, to be.diverted from its proper object, would be 
to ruin, defeat, and overturn his plan. He hoped, therefore, when 
the bill he should introduce should pass into a law, that bouse would 
hold itself solemnly pledged not to listen to a proposal for its repeal 
on any pretence whatever.” 

“If this million, to be so applied, is laid out with its growing 
interest, it will amount to a very great sum in a period that is not 
very long in the life of an individual, and but an hour in the existence 
of a great nation; and this will diminish the debt of this country 
so much as to prevent the exigencies of war from raising it to the 
enormous height it has hitherto done. In the period of twenty- 
eight years, the sum of a million, annually improved, would amount 
to 4 millions per annum; but care must be taken that this fund be 
not broken in upon: this has hitherto been the bane of this country; 
for if the original sinking fund had been properly preserved, it is 
easy to be proved that our debts, at this moment, would not have 
been very burdensome: this has hitherto been in vain endeavoured to 
be prevented by acts of Parliament : the minister has uniformly, when 
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it suited his convenience, gotten hold of this sum, which ought to 
have been regarded as most sacred. What, then, is the way of 

reventing this? The plan I mean to d aie is this, that this sum 
be vested in certain commissioners, to be by them ii quarterly 
to buy up stock; by this means, no sum so great will ever be ready 
to be seized upon on any occasion, and the fund will go on without 
interruption. Long and very long has this country struggled under its 
heavy load, without any prospect of being relieved ; but it may now 
look forward to an object upon which the existence of this country de- 
pends; it is therefore proper it should be fortified as much as possible 
against alienation. By this manner of paying 250,000/. quarterly 
into the hands of commissioners, it would make it impossible to take 
it by stealth; and the advantage would be too well felt ever to 
suffer a public act for that purpose. A minister could not have the 
confidence to come to this house and desire the repeal of so beneficial 
a law, which tended so directly to relieve the people from burden.” 

Mr Pitt flattered himself most strangely, that he had found a 
remedy for the difficulty which “had hitherto been the bane of 
this country :” he thought he had discovered means for preventing 
* ministers, when it suited their convenience, from getting hold of 
this sum, which ought to be regarded as most sacred.” ith the 
knowledge of Parliament which he had, it is surprising that he 
should have relied so firmly on the resistance which the House of 
Commons would offer to any plan of ministers for violating the 
sinking fund. Ministers have never desired the partial repeal of 
this law, without obtaining a ready compliance from Parliament. 

We have already shown, that in 1807, one Chancellor of the 
Exchequer proposed to relieve the country from taxation, with a 
very slight exception, for several years together, while we were, 
during war, keeping up, if not increasing, our expenditure, and 
supplying it by means of annual loans. What is this but disposing 
of a fund which ought to have been regarded as most sacred ? 

In 1809 another Chancellor of the Exchequer raised a loan, with- 
out raising any additional taxes to pay the interest of it, but pledged 
a portion of the war-taxes for that purpose, thereby rendering an 
addition to that amount necessary to the loan of the following and 
every succeeding year. Was not this disposing of the sinkin 
fund by stealth, and accumulating debt at compound iaceret ? 
Another Chancellor of the Exchequer, in 1813, proposed a partial 
repeal of the law, by which 7 millions per annum of the sinking fund 
was placed at his disposal, and which he has employed in providing 
for the interest of new debt. This was done with the sanction of 
Parliament, and, as we apprehend, in direct violation of all the 
laws which had before been passed regarding the sinking fund. 
But what has become of the remainder of this fund, after deducting 
the 7 millions taken from it by the act of 1813?* It should now 


* Some of the following observations refer to the period when this article was origi- 
nally composed.—Ep. 
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be 16 millions, and at that amount it was returned in the annual 
finance accounts last laid before Parliament. The finance com- 
mittee appointed by the House of Commons did not fail to see 
that nothing can be deemed an efficient fund for the redemption 
of debt in time of peace, but such as arises from an excess of 
revenue above expenditure; and as that excess, under the most 
favourable view, was not quite 2 millions, they considered that 
sum as the real efficient sinking fund, which was now applicable to 
the discharge of debt. If the act of 1802 had been complied with, 
if the intentions of Mr Pitt had been fulfilled, we should now have 
had a clear excess of revenue of above 20 millions, applicable to 
the payment of the debt; as it is, we have 2 millions only, and if 
we ask ministers what has become of the remaining 18 millions, 
they show us an expensive peace establishment, which they have 
no other means of defraying but by drafts on this fund, or several 
hundred millions of 3 per cents., on which it is employed in dis- 
charging the interest. If ministers had not had such an amount 
of taxes to depend on, would they have ventured, year after year, 
to encounter a deficiency of revenue below expenditure, for several 
years together, of more than 12 millions? It is true that the 
measures of Mr Pitt locked it up from their immediate seizure, 
but they knew it was in the hands of the Commissioners, and pre- 
sumed as much upon it, and justly, with the knowledge they had 
of Parliament, as if it had been in their own. They considered 
the Commissioners as their trustees, accumulating money for their 
benefit, and of which they knew that they might dispose whenever 
they should consider that the urgency of the case required it. 
They seem to have made a tacit agreement with the Commissioners, 
that they should accumulate 12 millions per annum at compound 
interest, while they themselves accumulated an equal amount of 
debt, also at compound interest. ‘The facts are indeed no longer 
denied. In the last session of Parliament, for the first time, the 
delusion was acknowledged by ministers, after it had become mani- 
fest to every other person, but yet it is avowed to be their intention 
to go on with this nominal sinking fund, raising a loan every year 
for the difference between its real and nominal amount, and letting 
the Commissioners subscribe to it. On what principle this can be 
done it would be difficult to give any rational account. Perhaps 
it pu be said that it would be a breach of faith to the stockholder 
to take away the sinking fund, but is it not equally a breach of 
faith if the Government itself sells to the Commissioners the 
‘greatest part of the stock which they buy? The stockholder wants 
something substantial and real to be done for him, and not any 
thing deceitful and delusive. Disguise it as you will, if of 14 
millions to be invested by the Commissioners in time of peace, the 
stock which 12 millions will purchase is sold by the Government 
itself, which creates it for the very purpose of obtaining these 12 
millions, and only stock for 2 millions 1s purchased in the market, 
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and no taxes for sinking fund or interest are provided for the 12 
millions which Government takes; the result is precisely the same 
to the stockholder, and to every one concerned, as if the sinking 
fund was reduced to 2 millions. It is utterly unworthy of a great 
country to countenance such pitiful shifts and evasions. 

The sinking fund, then, has, instead of diminishing the debt, 
greatly increased it. The sinking fund has encouraged expendi- 
ture. If, during war, a country spends 20 millions per annum, in 
addition to its ordinary expenditure, and raises taxes only for the 
interest, it will in twenty years accumulate a debt of 400 millions, 
and its taxes will increase to 20 millions per annum. If, in addi- 
tion to the million per annum, taxes of 200,000/. were raised for - 
a sinking fund, and regularly applied to the purchase of stock, the 
taxes, at the end of twenty years, would be 24 millions, and its debt 
only 342 millions ; for 58 millions will have been paid off by the 
sinking fund; but if at the end of this period new debt shall be 
contracted, and the sinking fund itself, with all its accumulations, 
amounting to 6,940,000/., be absorbed in the payment of interest 
on such debt, the whole amount of debt will be 538 millions, ex- 
ceeding that which would have existed if there had been no sinking 
fund by 138 millions. If such an additional expenditure were 
necessary, provision should be made for it without any interference 
with the sinking fund. If, at the end of the war, there is not a 
clear surplus of revenue above expenditure of 6,940,000/. on the 
above supposition, there is no use whatever in persevering in a 
system which is so little adequate to its object. After all our ex- 
perience, however, we are again toiling to raise & sinking fund; 
and in the last session of Parliament 3 millions of new taxes were 
voted, with the avowed object of raising the remnant of our sinking 
fund, now reduced to 2 millions, to 5 millions. Is it rash to 
prognosticate that this sinking fund will share the fate of all those 
which have preceded it? Probably it will accumulate for a few 
years, till we are engaged in some new contest, when ministers, 
finding it difficult to raise taxes for the interest of loans, will silently 
encroach on this fund; and we shall be fortunate if, in their next 
arrangement, we shall be able to preserve out of its wreck an amount 
so large as 2 millions. 

It is, we think, sufficiently proved that no securities can be given 
by ministers that the sinking fund shall be faithfully devoted to the 

ayment of debt, and without such securities we should be much 
better without such a fund. To pay off the whole, or a great por- 
tion of our debt, is, in our estimation, a most desirable object, if, at 
the same time, we acknowledged the evils of the funding system, 
and resolutely determined to carry on our future contests without 
having recourse to it. This cannot, or rather will not, be done by 
a sinking fund as at present constituted, nor by any other that we 
can suggest; but if, without raising any fund, the debt were paid 
by a tax on property, once for all it would effect its object. Its 
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operation might be completed in two or three years during peace; 
and if we mean honestly to discharge the debt, we do not see any 
other mode of accomplishing it. The objections to this plan are the 
same as those which we have already attempted to answer in speak- 
ing of war-taxes. The stockholders, being paid off, would have a 
large mass of property, for which they would be eagerly seeking 
employment. Manufacturers and landholders would want large 
sums for their payments into the Exchequer. These two parties 
would not fail to make an arrangement with each other, by which 
one party would employ their money, and the other raise it. M 
might do this by loan, or by sale and purchase, as they might thin 
it most conducive to their respective interests ; with this the State 
would have nothing to do. Thus, by one great effort, we should 
get rid of one of the most terrible scourges which was ever invented 
to afflict a nation; and our commerce would be extended without 
being subject to all the vexatious delays and interruptions which 
our present artificial system imposes upon it. 

There cannot be a greater security for the continuance of peace, 
than the imposing on ministers the necessity of applying to the 
people for taxes to support a war. Suffer this sinking fund to 
accumulate during peace to any considerable sum, and very little 
provocation would induce them to enter into a new contest. They 
would know that, by a little management, they could make the 
sinking fund available to the raising of a new supply, instead of 
being available to the payment of the debt. The argument is now 
common in the mouths of ministers, when they wish to lay on new 
taxes, for the purpose of creating a new sinking fund, in lieu of 
one which they have just spent, to say, * It will make foreign coun- 
tries respect us; they will be afraid to insult or provoke us, when 
they know that we are possessed of so powerful a resource.” What 
do they mean by this argument, if the sinking fund be not considered 
by them as a war fund, on which they can draw in support of the 
contest? It cannot, at one and the same time, be employed in the 
annoyance of an enemy, and in the payment of debt. If taxes are, 
as they ought to be, raised for the expenses of a war, what facility 
will a sinking fund give to the raising of them ? none whatever. It 
is not because the possession of a sinking fund will enable them to 
raise new and additional taxes that ministers prize it; for they 
know it will have no such effect; but because they know that they 
will be enabled to substitute the sinking fund in lieu of taxes, and 
employ it, as they have always done, in war, and providing interest 
for fresh debt. Their argument means this, or it means nothing ; 
for a sinking fund does not necessarily add to the wealth and pro- 
sperity of a country ; and it is on that wealth and prosperity that it 
must depend, whether new burdens can be borne by the people. 
What did Mr Vansittart mean in 1813, when he said that “ the 
advantage which his new plan of finance would hereafter give, in 
furnishing a hundred millions in time of peace, as a fund against 
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the return of hostilities, was one of great moment. This would 
place an instrument of force in the hands of Parliament, which 
might lead to the most important results." “It might be objected 
by some, that keeping in reserve a large fund to meet the expenses 
of a new war, might be likely to make the Government of this 
country arrogant and ambitious, and therefore have a tendency 
unnecessarily to plunge us in new contests ;” not a very unreason- 
able objection, we should think. How does Mr Vansittart answer 
it? ‘On this subject he would say, from long experience and 
observation, that it would be better for our neighbours to depend on 
the moderation of this country, than for this country to depend on 
them. He should not think the plan objectionable on this account. 
If the sums treasured up were misapplied by the arrogant or am- 
bitious conduct of our Government, the blame must fall on the 
heads of those who misused it, not on those who put it into their 
hands for purposes of defence. They did their duty in furnishing 
the means of preserving the greatness and glory of the country, 
though those means might be used for the purposes of ambition, 
rapine, and desolation.” These are very natural observations from 
the mouth of a minister; but we are of opinion that such a treasure 
would be more safe in the custody of the people, and that Parlia- 
ment have something more to do than to furnish ministers with the 
means of preserving the greatness and glory of the country. It is 
their duty to take every security that the resources of the country 
are not misapplied “ by the arrogant and ambitious conduct of our 
Government,” or “used for the purposes of ambition, rapine, and 
desolation.” 

On the extraordinary assumption that there was any thing in Mr 
Vansittart’s plan that would more effectually than the old plan allow 
100 millions hereafter to be appropriated to the public service, Dr 
Hamilton has the following observations :— 

* We are altogether at a loss to form a distinct conception of 
the valuable treasure here held forth. So soon as any stock is 
purchased by the commissioners; and stands invested in their name, 
a like amount of the public debt is in fact discharged. Whether a 
parliamentary declaration to the effect be made or not is only a 
matter of form. If the money remain invested in the name of the 
commissioners, no doubt it may be transferred again to purchasers 
in the stock exchange when war broke out anew; and money may 
. be raised for the public in this manner. It is an application to the 

public to invest their capital in the purchase of this dormant stock." 
* It is true, that if the taxes imposed during war for the purpose 
of a sinking fund be continued after peace is restored, till a large 
sum (suppose 100,000,000/.) be vested 1n the hands of the Commis- 
sioners, the public, upon the renewal of the war, may spend to that 
amount without imposing fresh taxes,—an advantage," observes 
Mr Huskisson, “not only not exclusively belonging to this plan, 
but unavoidable under any plan of a sinking fund in time of peace." 
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Mr Vansittart ought to have said, “If our sinking fund should 
accumulate in time of peace to so large & sum that I can take 
5 millions per annum from it, I can spend 100,000,000/. in a new 
war without yon: to you for fresh taxes; the disadvantages of 
my plan are, that by now taking 7,000,000/. per annum from it, 
and making a provision for apeedily, and at re intervals, 
appropriating more of this fund to present objects, the sinking fund 
will be so much diminished that I cannot so soon, by a t many 
years, avail myself of the 5 millions for the purpose which I have 
stated.” 
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A MONARCH, or any other ruler, wishes to have no other check on 
his actions but his own will, and would, if he could, reign des- 
potically, uncontrolled by any other power. In every country of 
the world, some check, more or less strong, exists on the will of the 
Sovereign, even in those Governments which are supposed to be 
the most despotic. In Turkey, and at Algiers, the people or the 
army rise up in insurrection, and frequently depose and strangle 
one tyrant, and elevate another in his place, who is checked in his 
career by a dread of the same species of violence. 

The only difference, in this point, between the Governments of 
countries which are called free and those which are called arbitrary, 
is in the organization of this check, and in the facility and efficacy 
with which it is brought to bear upon the will of the Sovereign. 
In England, the monarch’s authority is checked by the fear of 
resistance, and the power of organizing and calling forth this 
resistance is said to be in the aristocracy and the people, through 
the medium of the two Houses of Parliament. 

It is undoubtedly true that the monarch would not long venture 
to oppose the opinion decidedly expressed by the House of Com- 
mons, and therefore he may be said to be checked and controlled 
by those who appoint the House of Commons. All great questions 
are decided in the House of Commons ; the House of Lords seldom 
gives any opposition to important measures to which the other 

ouse has given its sanction. Nor, when the constitution of that 
House is considered, is such opposition necessary, for the House of 
Commons is not appointed by the people, but by the Peers and the 
wealthy aristocracy of the country. The really efficient power of 
Government is, then, in the hands of the wealthy aristocracy, 
subject, indeed, to an irregular influence which I shall presently 
explain. What is the consequence of this ?—A compromise between 
the aristocracy and the monarchy ; and all the power and influence 
which Government gives are divided between them. The 
monarch has the appointment to all places of trust and profit— 
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to the ministry—to the army and navy—to the courts of law; 
he has also the power of appointing to many other lucrative situa- 
tions, such as ambassadors, heads and subordinates of public offices, 
&c. &c. Notwithstanding this great power, his measures can be 
controlled by the House of Commons, and therefore, it is of import- 
ance to Government to get a majority in that House. 

This is easily obtained by giving a portion of these lucrative 
places to those who have the choice of the majority of the House 
of Commons; accordingly, it is well known that no means are so 
effectual for obtaining situations of trust and profit from the Crown 
as the possession of parliamentary influence; and, as the appetite 
for lucrative places 1s insatiable, both in ministers and their fol- 
lowers, and the oligarchy and theirs, places are often created for 
the men, and others are frequently continued after they have 
become unnecessary, for the advantage solely of these favoured 
individuals. If, then, there were no other check on both these 
bodies, England would not have to boast of a better Government 
than what exists in those countries in which it is called despotic. 
But, happily, there is another check, and that a tolerably efficient 
one, which is with the people, and would not, without a violent 
struggle, be wrested from them. The check on this Government, 
which operates on behalf of the people, is the good sense and 
information of the people themselves, operating through the means 
of & free press, which controls not only the Sovereign and his 
ministers, but the aristocracy and the House of Commons, which 
is under its influence. This is the great safeguard of our liberties. 
Every transaction of the great functionaries of the State is, by 
means of the press, conveyed in two days to the extremities of the 
kingdom, and the alarm is sounded if any measure is adopted, or 
even proposed, which might in its tendency be hurtful to the 
community. This check, then, like others that we have been 
speaking of, resolves itself into the fear which Government and the 
aristocracy have of an insurrection of the people, by which their 
power might be overturned, and which alone keeps them within 
the bounds which now appear to arrest them. The press, amongst 
an enlightened and well-informed people, is a powerful instrument 
to prevent misrule, because it can quickly organise a formidable 
opposition to any encroachment on the people's rights, and, in the 
present state of information, perhaps there would not be found a 
minister who would be sufficiently daring to attempt to deprive us 
of it. This power, however, is irregular in its operation. lt is not 
always easy to rouse the people to an active opposition to minor 
measures, which may be shown to be detrimental to their interests ; 
neither is it powerful, on ordinary occasions, in getting a repeal of 
those laws, which, however detrimental, have been long in force; 
and therefore it is in a certain degree braved. In spite of the 
thunders of the press, men continue to be placed in Parliament, 
whose interests are often at direct variance with the interest of 
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the people. The offices of State, and the lucrative situations under 
Government, are not bestowed according to merit; bad laws con- 
tinue to disgrace our statute-book, and good ones are rejected 
because they would interfere with particular interests; wars are 
entered into for the sake of private advantage, and the nation is 
borne down with great and unnecessary expenses. Experience 
proves that the liberty of the press is insufficient to correct or 
prevent these abuses, and that nothing can be effectual to that 
purpose but placing the check in a more regular manner in the 
people by making the House of Commons really and truly the 
representatives of the people. Of all the classes in the community 
the people only are interested in being well governed; on this 
pone there can be no dispute or mistake. Good government may 

e contrary to the interests of the aristocracy, or to those of the 
monarch, as it may prevent them from having the same emoluments, 
advantage, or power, which they would have if Government was 
not busied about the happiness of the many, but chiefly concerned 
itself about the happiness of the few; but it can never be pre- 
judicial to the general happiness. 

If, then, we could get a House of Commons chosen by the 
people, excluding all those, whether high or low, who had interests 
separate and distinct from the general interest, we should have a 
controlling body whose sole business and duty it would be to 
obtain good government. It is not denied that, in innumerable 
instances, the interest of the aristocracy and that of the people 
will be the same, and therefore many good laws and regulations 
would be made if the aristocracy were to govern without control. 
The same may be said of the Monarch; but in many important 
instances they will also be opposed, and then it 1s that we shall look 
in vain for good laws and for good government. A reform in the 
House of Commons, then,—the extension of the elective franchise 
to all those against whom no plausible reason can be urged that they 
have, or suppose they have, interest contrary to the general interest, 
is the only measure which will secure liberty and good government 
on a solid and permanent foundation. This is &o self-evident that 
one is surprised that an argument can be offered against it; but, to 
do the opponents of this measure justice, they do not advance any 
direct argument against it; their whole endeavour is to evade it. 

A. House of Commons such as you contend for, they say, would 
be a good, but how are you to obtain it? Has not the country 
flourished in spite of the imperfections you mention, and why would 

ou wish to improve what is already demonstrated to be so good ? 
The House of Commons is not chosen by the people generally, but 
it is chosen by men who have received a good and liberal educa- 
tion—whose characters are unimpeachable, and who are much 
better judges of what will conduce to the happiness of the people 
than they themselves are. By extending the franchise you open 
the door to anarchy, for the bulk of the people are interested, or 
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think they are so, in the equal division of property and they would 
choose only such demagogues as held out the hope to them that 
such division should take place. To which it may be answered, 
that although it be true that the country has flourished with a 
House of Commons constituted as ours has been, it must be shown 
that such a constitution of it is favourable to the prosperity of the 
country, before such an argument can be admitted for its continu- 
ance. It is not sufficient to say that we have been successful, and 
therefore we should go on in the same course. The question to be 
asked is, notwithstanding our success, has there been nothing in our 
institutions to retard our progress? A merchant may flourish 
although he is imposed upon by his clerk, but it would be a worth- 
less argument to persuade him to keep this clerk because he had 
flourished while he was in his employ. Whilst any evil can be 
removed, or any improvement adopted, we should listen to no sug- 
gestions so inconclusive as that we have been doing well. Suc 
an argument is a bar to all progress in human affairs. 

Why have we adopted the use of steam-engines? It might have 
been demonstrated that our manufactures had flourished without 
them, and why not let well enough alone? Nothing is well enough 
whilst anything better is within our reach; this is a fallacy which 
can only be advanced by the ignorant or designing, and can no 
longer impose on us. What signifies, too, the unimpeachable 
characters and the good education of those who choose the members 
of the House of Commons? Let me know what the state of their 
interests is, and I will tell you what measures they will recommend. 

If this argument were good for any thing, we might get rid of 
all the checks and restraints of law, as far at least as they regarded 
a part of the community. Why ask from ministers an account of 
the public income and expenditure annually? Are they not men 
of good character and education ? 

What need of a House of Commons or of a House of Lords ? 
Are they to restrain the Sovereign? Why should you not place 
the fullest reliance in his virtue and integrity ? 

Why fetter the judges by rules, and burden them with juries? 
Is it possible that such ue Sega and good men could decide 
unjustly or corruptly? To keep men good you must as much as 
possible withdraw from them all temptation to be otherwise. The 
sanctions of religion, of public opinion, and of law, all proceed on 
this principle, and that State is most perfect in which all these 
sanctions concur to make it the interest of all men to be virtuous, 
which is the same thing as to say, to use their best endeavour to 
promote the general happiness. 

The last point for consideration is the supposed disposition of the 
people to interfere with the rights of property. So essential does 
it appear to me, to the cause of good government, that the nghts 
of property should be held sacred, that I would agree to deprive 
those of the elective franchise against whom it could justly be 
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alleged that they considered it their interest to invade them. But 
in fact it can be only amongst the most needy in the communit 
that such an opinion can be entertained. The man of a small 
income must be aware how little his share would be if all the large 
fortunes in the kingdom were equally divided among the people. 
He must know that the little he would obtain by such a division 
could be no adequate compensation for the overturning of a principle 
which renders the produce of his industry secure. atever 
might be his gains after such a principle had been admitted, would 
be held by a very insecure tenure, and the chance of his making 
any future gains would be greatly diminished ; for the quantity of 
employment in the country must depend, not only on the quantit 
of capital, but upon its advantageous distribution, and, above all, 
on the conviction of each capitalist that he will be allowed to enjoy 
unmolested the fruits of his capital, his skill, and his enterprise. 
To take from him this conviction is at once to annihilate half the 
productive industry of the country, and would be more fatal to the 
poor labourer than to the rich capitalist himself. This is so self- 
evident, that men very little advanced beyond the very lowest 
stations in the country cannot be ignorant of it; and it may be 
doubted whether any large number even of the lowest would, if 
they could, promote a division of property. It is the bugbear by 
which the corrupt always endeavour to rally those who have 
property to lose around them, and it is from this fear, or pretended 
fear, that so much jealousy is expressed of entrusting the least 
share of power to the people. But the objection, when urged 
against E uh is not an honest one, for, if it be allowed that those 
who have a sacred regard to the rights of property should have a 
voice in the choice of representatives, the principle is granted for 
which reformers contend. They profess to want only good govern- 
ment, and, as a means to such an end, they insist that the power of 
choosing members of Parliament should be given to those who 
cannot have an interest contrary to good government. If the 
objection made against reform were an honest one, the objectors 
would say how low in the scale of society they thought the rights 
of property were held sacred, and there they would make their 
stand. That class, and all above it, they would say, may fairly and 
advantageously be entrusted with the power which is wished to be 
given them, but the presumption of mistaken views of interest in all 
below that class would render it hazardous to entrust a similar 
power with them—it could not at least be safely done until we had. 
more reason to be satisfied that, in their opinion, the interest of the 
community and that of themselves were identified on this impor- 
tant subject. 

This concession would satisfy the reasonable part of the public. 
It is not universal suffrage as an end, but as a means, of good 
government, that the partisans of that measure ask it for. Give 
them the good government, or let them be convinced that you are 
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really in earnest in procuring it for them, and they will be satisfied, 
although you should not advance with the rapid steps that they 
think would be most advantageously taken. My own opinion is in 
favour of caution, and therefore I lament that so much is said on 
the subject of Universal Suffrage. Iam convinced that an extension 
of the suffrage, far short of making it universal, will substantially 
secure to the people the good government they wish for, and 
therefore I deprecate the demand for the universality of the elective 
franchise ; at the same time, I feel confident that the effects of the 
measure which would satisfy me would have so beneficial an effect 
on the public mind—would be the means of so rapidly increasin 
the knowledge and intelligence of the public, that, in a limite 
space of time after this first measure of reform were granted, we 
might, with the utmost safety, extend the right of voting for 
members of Parliament to every class of the people. 

But it is intolerable, because the House of Commons is not dis- 
posed to go the full length of what is perhaps indiscreetly asked of 
them, that therefore they should refuse to grant any reformation of 
abuses whatever, that, against the plainest conviction, they should 
assert that & House of Commons, constituted as this 1s, is best 
calculated to give to the people the advantages of good government, 
and that they should continue to maintain that the best interests 
of the people are attended to, when it is demonstrated that they 
not only are not, but cannot be, whenever they are opposed to the 
interests of those who are in full possession of power, namely, the 
King, and the Oligarchy, who are bribed to support his govern- 
ment. | 
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duced by the following paragraph :— 
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the one he delivered on the 24th April 1823, in the debate on Lord John Russell's motion 
—written in his own hand, was found among his manuscripta subsequently to his death. 
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a decided supporter of the plan of election by ballot; and he has here stated, with 
that brevity, clearness, and comprehensiveness of view peculiar to himself, the grounds 
on which he approved of that plan. We will not presume to say that Mr Ricardo 
has obviated all the objections that have been urged against the ballot; but every 
one will readily allow that his defence of it is able and ingenious, and that he has 
said almost all that can be said in its behalf." 
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Sır, —The general question of a reform in the representation of 
this House, has been so fully discussed, and so ably supported by 
many honourable gentlemen that have preceded me in the debate, 
that I shall not detain the House by offering any observations on it, 
but shall confine myself to the consideration of that part of the 
subject, which has been little noticed, but which, in my opinion, is 
of so much importance, that, without it, no substantial reform can 
be obtained :—I mean, Sir, the changing the present mode of open 
election for members of Parliament, and substituting in its room 
the secret mode, or ballot. 

In order to appreciate the advantages which will result from the 
proposed change, it may not be improper to state, as briefly as 
possible, to the House, the inconveniences attending the present 
mode of election; that having the nature of the evil before them, 
they may be the better able to judge of the efficacy of the pro- 
posed remedy. By some, indeed, it may be thought a vain and 
useless occupation of the time of the House to recapitulate the evils 
of our present system, for it. may with justice be asked, who 
amongst us is not acquainted with the bribery, the riots, the intoxi- 
cation, and the immoralities of every description, which take place 
on the occasion of every general election? These disgusting facts 
are unfortunately too notorious, yet it may not be unuseful to 
submit them to the attention of the House. 

The scenes which occur at such times, would disgrace a barbarous 
people. The reign of the law appears to cease, and impunity to be 

roclaimed for every species of violence. A rude and brutal popu- 
ace, the offscourings of our population, surround the hustings, and 
heap every sort of insult and indignity on the candidate who happens 
not to enjoy their favour. Dirt, filth, and often stones, are thrown 
at him—the most unmanly attacks are made upon his person, and 
it is frequently a task of difficulty to his friends to protect him from 
the effects of their savage and brutal animosity. 

Nor is it the candidate only that is thus exposed to their rage, 
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but every elector is applauded or hissed, caressed or furiously 
attacked, as he may favour or oppose by his vote, the favourite of 
the mob. Idleness and the neglect of work always follow in the 
train of an election—they are succeeded by debauchery and intoxi- 
cation, and for a period the country suffers under all the evils of 
anarchy. I know that these violences are in almost all cases com- 
mitted by the lowest of the mob, that they are not to be imputed 
to the electors themselves, but to the assemblage of the idle and 
disorderly which every great town affords, but the evil is not less 
serious on that account, and does not less imperiously call on us for 
a remedy. 

These, however, constitute but one portion, and indeed a very 
inferior portion of the evil which attends the present mode of 
election. Bad as it is, if even at this price we obtained a Parliament 
freely chosen by the people, we should have some consolation, 
although it would be our duty to endeavour to retain the good, and 
get rid of what was bad in the system. But this consolation is not 
afforded us, and, in addition to the evil which I have already men- 
tioned, we have the far greater one to guard against, which arises 
from the influence exercised over the voters at elections. Of what 
use is it to mark with precision how low in the scale of rank the 
Heus of votimg for members of parliament shall commence, if you 
take no steps to secure to the electors the right which you propose 
to accord to them? It is the most cruel mockery to tell a man he 
may vote for A or B, when you know that he is so much under the 
influence of A, or the friends of A, that his voting for B would be 
attended with destruction to him. He cannot justly be said to 
have a vote, unless he have the free exercise of it without prejudice 
to his fortune. Is this the case at present? Is it not a delusion to 
say that every freeholder of 40s. a year has a vote for a member of 
Parliament, when in most cases he cannot vote as he pleases 
without ruin to himself? It is not he who has the vote, really and 
substantially, but his landlord, for it is for his benefit and interest 
that it is exercised on the present system. Of what advantage 
would be the reform that is proposed, of extending the elective 
franchise to all householders, or, as others recommend, to all males 
of twenty-one years of age, if this increased number of electors 
were to be, as they now are, completely under the influence of the 
same men, or of men having precisely the same views and interests 
as those who play so grand a part in returning members to Parlia- 
ment? The, more extended the suffrage the more influence would 
be possessed by peers and the wealthy aristocracy of the country, 
and therefore the more certainly should we have a Parlament 
which would be their representatives, and the advocates of their 
particular interests, and not of the interests of the great mass of 
the people. In many populous cities householders are now said to 
have votes for the representatives of their city; but are not the 
cases numerous in which they dare not openly exercise the right ? 
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Is it to be expected that they will expose themselves to a resent- 
ment which will overwhelm them, whether it be from their best 
customers, the rich consumers, if they are shopkeepers, —the magis- 
trates, if they are publicans,—their employers, if they are clerks, 
and in subordinate situations,—or any other class, who may be 
supposed to have an influence over their property? By extending 
the suffrage, an additional security is afforded against bribery, 
because the greater the number of electors the more difficult will 
it be to provide funds for the purpose of directly influencing 
votes by means of bribes. But it must not be forgotten that 
bribery is only one of the modes, and by no means the most effica- 
cious mode, by which voters are influenced. Mr Bentham’s saga- 
city did not fail to discover that terror was the great instrument of 
influence and corruption. Votes are more effectually secured by 
the fear of loss than by the hope of gain. Those whose characters 
afford security against the offering of bribes, and who would think 
themselves disgraced by a practice which is universally condemned, 
do not disdain to make use of the persuasive instrument of fear. 
In its operation it is silent—it is not necessary to proclaim to the 
voter the danger which he runs of disobliging his landlord, or patron ; 
it is understood without explanation, and no one who hears me 
can doubt of its powerful effects on every occasion. Although, 
then, by extending the suffrage you weaken the corruptive effect 
of bribery, you increase that which is produced by alarm and fear, 
for in proportion as the fortunes of the voter are more humble, the 
more surely will he be under the influence of those who have the 
power to sway those fortunes. Happily a security can be found 
against this influence; but if it could not, I should deem that an 
improvement which should raise the qualification, and limit the 
number of voters; for the chance of finding an independent spirit 
in electors would be increased, if the qualification was raised to 
100/. per annum, rather than if it continued as it is, or were lowered 
below 40s. These, then, are the evils against which we have to 
provide, and the House will readily perceive, that those which arise 
from riots, intoxication, and idleness, are of a different description 
from those which are the consequence of undue influence exercised 
over the minds, directly or indirectly, of the electors ; and accord- 
ingly the bill before you offers two distinct remedies. To obviate 
the first evil, it is proposed to take the votes throughout the country 
on the same day, and, instead of the elections being for the whole 
of a country, and held in one single place, that votes be received in 
several districts at the same time. To obviate the second, it is 
proposed that the ballot, or the secret mode of election, be substi- 
tuted for the open mode. 

These two propositions are very distinct, and they should not be, 
a8 they often are, confounded ; for one might be rejected, and the 
other adopted. "Those, for example, who are of opinion that the 
publie and noisy assemblage of the rabble about the hustings is 

NN 
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attended with benefits outweighing the evils which have been 
stated, might reject that clause which proposes to take the votes 
by districts, but might, nevertheless, adopt the other which requires 
that the election should be by ballot. The people might assemble 
about the hustings as they now do; they might listen, or not 
listen, to the speeches of the candidates, as their humour might 
dictate ; they might show all the usual marks of their sympathy or 
disapprobation, and yet the voting might be secret; and, on the 
contrary, those who are in favour of open voting, might approve of 
votes being given in districts, although they rejected the ballot. 
According to the best judgment which I can form on this im- 
portant subject, we ought to adopt both these clauses. That 
je ier time and place of voting will give us sufficient security 
against the disgusting exhibitions and riotous proceedings which 
have hitherto attended elections. "Through the medium of the 
press, the candidate may make known his pretensions; through the 
same channel, objections may be made to his principles, or to his 
former conduct—the press is open to all—and the candidates would 
no longer be subjected to an ordeal which is not a test of merit, 
but of endurance. Because a man has the honest ambition of 
representing a populous city in Parliament, must he make up his 
mind to endure all the insults which can be heaped upon him by 
the lowest of the rabble? It is said, that it is fit his claims should 
be examined into,—that without preparation he should be called 
upon immediately to explain what has been ambiguous in his former 
conduct ;—what are his principles on the grand questions which 
are likely to be submitted to him; and, that he should be called 
upon to speak on any other matters which may be proposed to him. 
his might be useful if he presented himself before an impartial 
tribunal; but those who make this objection are bound to show 
that candidates on both sides are fairly listened to, and that even 
the semblance of justice is extended to them. One of the argu- 
ments now offered in favour of the borough system, and it is one 
of considerable weight, is, that without such boroughs, many men 
of merit would never be in Parliament—and why? because they 
are troubled with modesty, and with the feelings of gentlemen, 
which makes it intolerable to them to submit to the injustice, the 
insolence, and the insults of the lowest of the rabble. That we 
may be sure of the services of these men, then, I demand that this 
clause be adopted. These public meetings, it has been said, are 
useful in giving a tone to public feeling, and raising the lowest of 
the community in his own estimation, by making him feel that he 
has a share in the government of his country. Can he be said to 
have this share if he is without a vote? Does he show his im- 
portance by spitting at the candidate, by throwing dirt and filth 
in his face? This 1s not calculated to,raise him in his own estima- 
tion; and if it be right that he should have a voice in the govern- 
ment of his country, give him that voice, and allow him to exercise 
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it legally, on the same terms with the first elector in the land, but 
do not delude us or him, by giving him the shadow, and calling it 
the substance of power! 

The other clause, namely, that which establishes the ballot, appears 
to me to offer complete security against those evils which flow from 
the influence of power. If voting took place by ballot, all the 
influence now practised on voters would, in a great measure, cease ; 
for, to what purpose would you threaten & man for the vote he 
should give, or how could you punish him for it when given, if, by 
the regulation, you were absolutely precluded from knowing for 
which candidate he voted? Establish the ballot, and every elector 
is from that moment in possession of a real, and not of an imagina 
privilege. Of what use would it be to threaten a publican with 
the loss of his license, a farmer with the deprivation of his lease, a 
tradesman with the loss of your custom, when you can never know 
how he voted, unless he chose to communicate it to you? The 
elective franchise, if it should be thought expedient, might be ex- 
tended. The very extension would secure you from direct bribery, 
for no fortune would be equal to bribe a nation of electors, and 
terror would cease to operate, for it would be in vain to endeavour 
to mark the victims. An honourable gentleman has said, that if 
the ballot were established, it would not prevent candidates, and 
the friends of candidates, from endeavouring to get the promise of 
votes ; and then he observes that, if the electors keep their promises, 
there will be no advantage from the ballot, as they will vote then 
precisely as they do now; but if they do not keep their promises, 
they will be guilty of an immoral act, which may justly be charged 
on this law. It is the latter proposition only which I am called 
upon to answer, for if the voters give and keep their promises, no 
objection can be made to the ballot on that account; it may be 
said to be useless, but cannot be proved to be pernicious. And 
with respect to the immorality of not keeping promises, the guilt 
would lie with those who exacted such unlawful promises. To 
make a promise of a vote which could not be conscientiously given, 
would be a crime, but. it would be a still greater crime to keep it. 
The promise is unnecessary upon any other supposition than that 
of its not being right to perform it. What occasion to exact a 

romise of any man to do that which his own interest will lead 

im to do? and, in giving his vote, he is called upon by duty to 
act in conformity with his own interest. It may be expedient to 
instruct such a man,—to enlighten him on the subject of his real 
interest, but here our efforts should cease, and we become criminal 
if we induce him to act contrary to the dictates of his own con- 
science; and, instead of condemning him for breaking a promise so 
criminally exacted and given, the most enlightened morality would 
teach and require that such promises should be violated. The law 
does not recommend or encourage any species of crime or immo- 
rality,—it is enacted with a view to correct an evil which is an 


564 SPEECH ON VOTING BY BALLOT. 


insurmountable bar to good government; it requires that every 
man shall vote according to his conscience without any deceit or 
subterfuge; and shall such a law be given up, because the enemies 
of good government may take advantage of the respect with which 
men ought to regard their promises, in order to subvert it? If the 
end we have in view be good, we must not be diverted from our 
purpose by any partial evil which may attend the means by which 
we are to attain it. All punishment is an evil, but is justified by 
the good end which it is to accomplish. It might much more 
rationally be objected to the excise laws that they should not have 
been enacted, because they offer temptations to crimes which would 
not have been committed but for those laws. And what shall we 
say of the laws against usury, and against the exportation of the 
coin? The end of these laws is bad—they are binding only on 
the conscientious, and have opened a wide door to the commission 
of the crimes of fraud and perjury. "With these laws on our 
statute-book, are we to be discouraged from making one, which 
has the happiness of the people for its object, because it would be 
immoral (as it is alleged) to break a promise unlawfully and immo- 
rally exacted. But, supposing that the breaking of such promises 
were immoral, would the practice be of long continuance? Would 
any man persevere in exacting promises, when he found by expe- 
rience that the promisers did not consider them binding? He 
would not be tempted to continue an offence with great trouble to 
himeelf, as soon as he found that it was unattended with advantage. 
The immorality, then, to whomsoever it might attach, would soon 
be at an end, and the law would be efficacious without even this 


oy. 

One honourable gentleman has observed, that he is prepossessed 
in favour of open voting, without being able to give any reason 
why he prefers it. To that honourable gentleman | might answer, 
that I have a different prepossession from him, and the instinct of 
my mind would be just as good, as an argument, as the instinct of 
his. In fact, one mode of voting can be preferred to another only 
as means to an end; in themselves they are alike indifferent. 

To conclude, Sir, the establishment of the ballot would make 
this House what it ought to be, the real representatives of the 
electors, and not the representatives of those whose situation gives 
them a commanding X and over the will of the electors. I am 
not now considering whether it would be desirable that the elective 
franchise should be extended, kept on its present footing, or con- 
tracted within narrower limits ; for on any of these suppositions, the 
ballot appears to me to be equally expedient. Whoever may be 
the electors, the representatives should represent them and their 
interests, and not those whose interests may, on many occasions, 
be in direct opposition to theirs. 
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Only case, and that temporary, where accu- 
mulation of capital may be attended with 
a fall of profits, 176. Ettects of machinery 
in accumulating capital, 241-2. "Table, 
showing the progress of rent and profit 
under an assumed augmentation of capital, 
376.— See also CAPITAL. 

Agriculture, effects of improvements in, 
onrent, 41. Improvements in, of two kinds, 
42. One increasing the productive power 
of land; the other obtaining its produce 
with less labour by improvements in ma- 
chinery, 42. Both lead to a fall in the 
price of raw produce, 42. Doth affect rent, 
but not equally, 42. Ultimately of im- 
mense advantage, but at first may be inju- 
rious tolandlords,43,n. Capitalexpended 
in agricultural improvements becomes 
amalgamated with the land, and cannot 
afterwards be separated from it, 158, m. 
Not exposed to the temporary reverses 
and contingencies to which manufactures 
are subject, 159. Evil effects of a transi- 
tion from war to peace on agriculture, 
161. Suggestions for their remedy quoted 
from Encyclopedia Britannica, and ap- 

roved, 161, n. Considerations which 
ead to the investment of capital in 
agricultural improvements, 249, n. Agri- 
cultural improvements no cause of the 
immediate increase of rents, 251-2. Im- 
provements in, onc of the causes of a fall 
in the exchangeable value of food, 379. 


Protection to agriculture considered, 459- 
494. Question “Can the present state of 
agricultural distress be attributed to taxa- 
tion?" considered, 487-491. Report of 
Committee on Agriculture quoted, 481, 
484.—See also CULTIVATION and LAND. 

America, fallacy of the supposed pre- 
mium on English currency in America, 
proved, 319-320. 


B. 

Ballot, speech of the author in Parlia- 
ment on the plan of voting by ballot, 
printed in the Scotsman of 17th July 1824, 
559-564. 

Banks, the establishment of, deprived 
the State of the sole power of coining or 
issuing money, 214. Consequence of the 
Bank of England issuing too great a quan- 
tity of paper, 214-5. Regulations that 
should be adopted at the Mint and the 
Bank of England, quoted from the author's 
* Proposals for an Economical and Secure 
Currency," 215-8. Provided there be per- 
fect security against abuse of the power, 
it is immaterial whether paper money be 
issued by the State or a bank, 218-9. The 
assistance supposed to be given by the 
Bank to commerce, by lending money un- 
der the market rate of interest, rather a 
disadvantage than otherwise, 220-1. The 
superiority awarded by Adam Smith to the 
Scotch mode ofaffording accommodation to 
trade by cash accounts, fanciful, 221. The 
establishment of a bank, how similar in its 
effects to the discovery of a mine, 264-5. 
Effect of Dank restriction bill to remove 
the salutary checks against an over-issue 
of notes, 276. Mr 'Thornton's account of 
the conduct of the Bank before the restric- 
tion, quoted, 276. The Bank of England 
the great regulator of the country paper, 
283. The run on the Bank in 1797 caused 
by political alarm, 289. Observations on 
the profits of the Dank of England as they 
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regard the public and the proprictors of | Britain, examined, 334-339. 


bank stock, 393-454. Banks have no 
security on any system against general 
panics, 406. Proposal that Government 
should compel country banks to give some 
proof of their ability to fulfil their engage- 
ments, 409. Public services of the Bank 
excessively overpaid, and remedy pro- 
posed for this evil, 411-23. Quotation from 
resolutions proposed to Parliament by the 
governor of the Bank, as to the advan- 
tages it derived from the public, 418. 
Statement of the misapplication of the 
profits and savings of the Bank, and 
remedy proposed, 423-435. Table showing 
the profits and surplus capital of the Bank 
from 1797 to 1816, 427. Difference be- 
tween a Bank and all other trades is, that 
the real advantage of the former never 
commences until it employs the capital of 
others, 431. Table showing the amount 
annually received by the Bank, from 1797 
to 1815, for receiving contributions on 
loans, 437. Estimate of the profits of the 
Bank of England in different years, 439- 
451. Resolutions proposed concerning the 
Bank of England by Mr Grenfell, 451. 
Resolutions proposed by Mr Mellish, 452-4. 
The rate of interest cannot be controlled 
by any bank, 474. Representation, in 
1819, by the directors of the Bank of Eng- 
land laid before the Chancellor of the 
Exchequer, 495-7. Plan for the establish- 
ment of a National Bank, 503-512. 

Bank Notes, high price of bullion a proof 
of the depreciation of, 263-301. State- 
ments of the amount of bank-notes in 
circulation at various periods, 297-9. Re- 
medy for their depreciation, 366. Table 
showing the average amount of Bank of 
England notes, including bank post bills, 
in circulation from 1797 to 1815, 439. 
Amount of notes of 5l, and above that sum, 
in circulation from 1815 to 1822, 473.— 
See also PAPER Money. 

Barton, Mr, his opinion as to the effects 
of an increased fixed capital on the 
condition of the labouring class, refuted, 
241, n, 

Blake, Mr, his opinion as to the effects 
of an increase in paper currency on the 
value of gold as an exportable commodity, 
quoted and commented on, 337-9. 

Bosanquet, Mr, statement of his objec- 
tions to the conclusions of the Bullion 
Committee, 305-7. His alleged facts 
drawn from the history of the state of 
exchangeconsidered, 308-329. Ilis alleged 
facts adduced against the conclusion that 
a risc in the market above the Mint price 
of bullion proves a depreciation of the 
currency, considered, 323-333. His ob- 
jections to the statement that the balance 
of payments has been in favour of Great 
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Considera- 


. tion of his argument to prove that the 
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Bank has not the power of forcing the 
circulation of notes, 340-4. Consideration 
of his objections to the proposition, that 
the circulation of the Bank regulates that 
of the country banks, 348-53. Considera- 
tion of his opinion that years of scarcity 
and taxes have been the sole cause of the 
rise of prices, 354-9. His opinion that 
evil would result from the resumption of 
cash payments, considered, 360-1. Re- 
marks on his supplementary observations, 
363-6. 

Bounties, on the exportation of corn 
lower its price to the forcign consumer, 
but have no permanent effect on its price 
in the home market, 181-2. Temporary 
effects of, in raising the price of corn, con- 
sklered, 184-7. May cause partial, but 
not permanent degradation, in the value 
of money, 186-7. Bounties on the expor- 
tation of manufactures will raise for a time 
their market, but not their natural price, 
188-9. Pernicious effect of, in diverting 
a portion of capital from its natural em- 
ployment, considered, 189-192. A tax on 
commodities, to afford a bounty on the 
production of corn, would raise the relative 
price of commodities, and lower that of 
corn, 193-5. A bounty on the production 
of corn, will produce no real effect on the 
annual produce of the land and labour of 
the country, 195. A tax on corn to afford 
à bounty on the production of commodities, 
would raise the price of corn, and render 
commodities cheap, 195. Ruinous effects 
of bounties on production, in conjunction 
with a free foreign commerce, 196. 

Buchanan, Mr, hisobservationson Adam 
Smith’s theory of productive and unpro- 
ductive labour, quoted, 40, n. Quoted as 
to relief of the poor, 58, n. His objections 
to Adam Smith's opinion on the effect of a 
direct tax on the wages of labour, 129-133. 
His mistake in considering corn and raw 
produce at a monopoly price, because they 
yield a rent, exposed, 151. His erroneous 
statement that the produce of land cannot 
be increased if the demand increases, 
152, n. lHiscontradictory opinions as to the 
effects of taxes on malt and bread placed 
in juxtaposition, 153. His judicious re- 
marks on the fallacy of Adam Smith's 
arguments respecting bounties, 189. In- 
correct views of, as to the influence of a 
rise in the price of labour on manufactured 
commodities, 189-190. His remarks on 
the cause of the drain of the specie from 
the Bank, 215. His remark on variations 
in the relative value of gold and silver 
currency, 224. Some of his opinions as to 
rent, quoted, and approved of, 243. 

Bullion, high price of, a proof of the de- 
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preciation of bank notes, 263-301. Evils 
of prohibiting the melting or exportation 
of coin, and at same time allowing the ex- 
portation of bullion, 265-326.  Etfects of 
the debasement of the coinage on the 
price of bullion, 273. Causes of the ex- 
cess of the market over the Mint price of 
gold and silver bullion, considered, 277, 
and a.—Sce also GOLD and SILVER. 

Bullion Committee, statements of the 
amount of bank notes in circulation, and 
the ratesof Hamburgh exchange contained 
in the appendix to their report, 297-9. 
Mr Bosanquet's objections to their con- 
clusions stated, 305-7. Causes of the low 
exchange stated, and remedy proposed by 
them, 312. Examination of their state- 
ment concerning the par of exchange, 
321-2. 


Capital, nature of that which is neces- 
sary in an early state of society, 16. Ef- 
fects of the accumulation of, on the relative 
value of commodities—in a savage state 
of society, 16, and in a more advanced 
state, 17. Classed under the heads of 
circulating and fixed capital, 21. This 
division not essential, 21, 2. Their em- 
ployment and relative powers of produc- 
tion explained and considered, 21-25. 
Effects of the unequal durability of, on 
the value of commodities, 25-28. Circu- 
lating capital of the monied class, how 
employed, 47-49. How the desire to 
employ it advantageously, affects the 
price of commodities, 47, 48, 49. De- 
finition of, 51. Increase of, in quantity 
and value, raises the natural and mar- 
ket prices of labour, 51. Increase of, 
in quantity, but not in value, raises the 
market price of labour only, 51. Re- 
lative increase of capital and population 
in countries differently situated, consi- 
dered, 53.54. Capital may be accumu- 
lated in two ways—by increased revenue, 
or diminished consumption, 74, 87. Fo- 
reign trade, how conducive to the accu- 
mulation of, 75. Causes which check 
the efllux of, 77.  Diflicult to define 
where the distinction between circulating 
and fixed capital begins, 87. Evidences 
of an increase of, 88. Taxes not neces- 
sarily taxes on capital or income, because 
laid on these respectively, 88. Illustra- 
tion of this principle, 88. Impolicy of 
taxes inevitably falling on, 89. The loss 
to a country sustained by employing a 
portion of its capital noproductively, the 
sole disadvantage of retaining gold and 
silver in it by prohibitory laws, 139. Ca- 
pital expended in increasing the produc- 
tive powers of land becomes amalgamated 
with, and cannot alterwards be separated 
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from it, 158, ». Not so difficult to with- 
draw a circulating as a fixed capital from 
the employment in which it is engaged, 
161. Effects of the accumulation of, on 
profits and interest, 174-180. — No limits 
placed by nature to tlie amount of capital 
that may be employed in procuring * the 
conveniences and ornaments of life," 177. 
Inequality of protit always the inducement 
to remove capital from one employment 
to another, 185, Pernicious effect of high 
duties on importation, or of a bounty 
on exportation, in diverting a portion 
of capital from its natural employment, 
189. The profits made by the employ- 
ment of capital regulate the rate of inter- 
est for moncy, 220. The demand for 
labour depends on the increase of circu- 
lating, and not of fixed capital, 241, n. 
Protits can only be lowered by a compe- 
tition of capitals, not consisting of circu- 
lating medium, 286. ‘lable showing the 
progress of rent and profit under an as- 
sumed augmentation of capital, 376.— See 
also ACCUMULATION of CAPITAL. 

Capitalists,.—See STOCKHOLDERS. 

Carrying Trade, origin and nature of, 
considered, 177-8. 

Cash Accounts, the superiority of this, 
the Scotch mode of atlording accommoda- 
tion to trade, doubted, 221. 

Causes and ctlects of sudden changes in 
the channels of trade considered, 159-164. 

Circulation, why a circulation of money 
can never be so abundant as to overflow, 
213-4, 285. Depreciation of a circulat- 
ing medium the necessary consequence of 
its redundance, 270. Cause of uniformity 
the cause of goodness in the medium of 
circulation, 397-400. 

Circulation of Paper. —Sec PAPER 
MoNEY. 

Coin, evils of prohibiting the melting 
or exportation of coin, and at same time 
allowing the exportation of bullion, 265, 
326. Law ineffectual to prevent the 
melting and exportation of gold coin, 265, 
279, 301, 323-6.— See also Gorp and SiL- 
VER, and MONEY. 

Colonial Trade, observations on, 204-9. 
Injustice of mother countries towards 
their colonies, by restricting their trade, 
204. A mother country may be more 
benefited by the restraints she lays on her 
colonies, than by a free trade, 204-7. Disad- 
vantages of a monopoly of the colony trade, 
208-9. 

Commerce, a free system of, how bene- 
ficial to the civilized world, 75-76. All 
commerce, both foreign and domestic, 
really a trade of barter, 137. Effects of 
commercial treaties considered, 205-7.— 
Seo also CoLoNiaL TRADE, FOREIGN 
Trape, Free TRADE, and TRADE. 
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Commodities, utility not the measure, 
though absolutely essential to the ex- 
changeable value of, 9. Commodities pos- 
sessing utility derive value from scarcity, 
and the quantity of labour required to 
obtain them, 9. The value of some de- 
termined by scarcity alone, 9. The real 
price of every thing as defined bv Adam 
Smith, 10. Insutliciency of gold and silver 
as a medium for determining the variable 
value of other commodities, 11. Corn or 
labour no less variable a medium than 
gold and silver, 11, 253.  Etlects of im- 
provements in machinery on the value 
of, 12. Effects of the accumulation of 
capital on the value of, 17. Economy in 
labour reduces the value of, 18. Those 
having the same quantity of labour be- 
stowed on them will ditler in exchange- 
able value if they cannot be brought to 
market in the same time, 24. The price 
of those on which durable capital is em- 
ployed varies inversely as wages, 28. The 
prices of those produced chietly by labour 
vary according to the quantity of labour 
expended upon them, 28. Gold, a commo- 
dity obtained under the same contingencies 
as every other, and requiring labour and 
fixed capital for its production, 28, 263. 
Lhe exchangeable value of, regulated by the 
quantities of labour necessarily bestowed 
on their production under the most un- 
favourable circumstances, 37, 38. Na- 
tural and markct price of, distinguished, 
and how attected by the circulating capi- 
tal of the monied class, 47, 48, 49. A 
rise of wages not necessarily productive of 
a rise in the price of commodities, 57. A 
diminution in wages raises profits, but has 
no effect on the price of commodities, 
75. The same rule which regulates the 
value of commodities in one country, 
does not regulate the value of those 
exchanged between two or more, 75. 
Why the prices of home commodities are 
higher in those countries where manu- 
factures flourish, 81.  Evils of prohi- 
biting a free trade in precious metals 
when the prices of commodities are raised, 
138. Commodities are at a monopoly 
price wlien no device can augment their 
quantity, 150. A tax on, to afford a bounty 
forthe production of corn, would make corn 
relatively cheap, and manufactures dear, 
193-195. A tax on corn for a bounty on 
the production of commodities, would have 
the opposite effect, 195. The cost of pro- 
duction regulates the price of commodi- 
ties, 232-250. Monopolised commodities 
vary in vnlue, and why, 234. Effects of 
machinery in reducing the price of com- 
moditiex 242. The production of corn 
encouraged by a rise in its market, and not 
inits real price, 253. Objections to the use 
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ofa standard commodity considered, 400-2. 
Commodities generally, can never become 
a standard to regulate the quantity and 
value of money, 401. Effects of taxes 
on & particular commodity, considered 
463-5. 

Consumers, they, and not the growers, 
pay taxes on raw produce, 91. 

Corn, or labour as a medium of value, 
as variable and insufficient as gold and 
silver, 11, 253. Fluctuations to which 
cornissubject, 11. Influence of the prices 
of, on rent, 40. A rise in the price of 
corn which increases the money wages of 
the labourer, diminishes the money value 
of the farmers’ profits, 62. A country 
enabled to manufacture commodities wit 
much less labour than her neighbours, 
may, in return for these commodities, take 
a portion of the corn she requires, though 
more fertile, and producing corn with less 
labour than that from which sheimports it, 
77,n. The prices of corn and labour will 
be relatively higher in a country excelling 
in manufactures, so as to occasion an in- 
flux of money, than in any other, 83. 
Corn rents materially aflected both by 
tithes and a money tax, 104. A tempo- 
rary restriction on the importation of, 
when advisable, 161-2. Advantage rc- 
sulting from a relatively low price of corn, 
163. Effects of a low price of corn on 
wages and profits, 163. Bounties on the 
exportation of, lower its price to the 
foreign consumer, but have no permanent 
effect on its price in the home market, 
181-2. Temporary effects of a bounty on 
its exportation, in raising its price, 184-7. 
A bounty on its production raised from 
a tax oncommodities, would make corn re- 
latively cheap and manufactures dear, 193- 
195. A bounty on the production of com- 
modities raised from a tax on corn would 
have the opposite effect, 195. A bounty 
on the production of, would have no real 
effect on the annual produce of the land 
and labour of the country, 195. Benefit 
of a high price of, to landlords, 202-3. 
Investigation of the comparative value of 
gold, corn, and labour, 226-9. A fall in 
the value of corn not so beneficial to 
stockholders as to farmers, manufacturers, 
and other employers of labour, 258-9. 
Loss of rent the etfect of a low price of 
corn, 259. Importation of foreign corn 
considered, 259-260. Essay on the influ- 
ence of a low price of corn on the profits 
of stock, 371-390. A remunerating price 
of corn considered, 459-461. Influence of 
a rise of wages on the price of corn, 461-3. 
Etfect of abundant crops on the price 
of corn, 465-7. Effect produced on the 
price of corn by Mr Peel's bill for restoring 
the ancient standard, 467-475. Effects of 
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a low value of corn on the rate of profits, 
475-8. Under a system of protecting 
duties giving the monopoly to the home- 
growers of corn, prices must he fluctuating, 
478-486. Project of advancing money on 
loan to speculators in corn at a low in- 
terest, considered, 486-7. Quantities of 
oats, wheat, and wheat flour imported 
from Ireland from 1818 to 1821, 490. 
Account of the corn that arrived in the 
port of London from ports in Great Bri- 
tain and Ireland, from 1817 to 1822, and 
of the quantities sold in Mark Lane from 
Nov. 1818 to Nov. 1822, 498. 

Cultivation, discouraged by a tax on the 
rent ofland,102. Not discouraged more by 
tithes and taxes on land and its produce, 
than by other modes of taxation, which 
raise the exchangeable value of any com- 
modities in very general demand, 105-9. 
Tendency to discourage both cultivation 
and production, an evil inseparable from 
all taxation, 109.—See also AGRICUL- 
TURE and LAND. 

Currency, — Exchange ascertained by 
estimating the value of the currency of 
one country in that of another, 84. The 
currency may as effectually be increased 
by paper as by coin, 214. Extracts from 
the author's pamphlet, entitled, * Proposals 
for an Economical and Secure Currency,” 
215-8. A currency is in its most perfect 
state when it consists wholly of paper 
money of an equal value with the gold it 
professes to represent, 218. Tendency of 
the law against the exportation of coin, to 
depreciate the currency, 265-328. A re- 
dundant currency the only temptation to 
export money for goods, 267-8. Exchange 
affords a tolerably accurate criterion of the 
debasement of the currency, 274. The de- 
pen of our currency no cause of the 

igh price of the funds, 287. Different 
effects of its depreciation, on the value of 
land, and on that of the funds, 287. Re- 
medy proposed for evils in the currency, 
287, 300-1, 366. Consequences that would 
follow the diminution or increase by one- 
half of the currencies of other countries 
(exclusive of England), demonstrated, 
326-8. Proposals for an economical and 
secure currency, 393-454.—See also GOLD 
and SILVER, and PAPER MONEY. 


D. 

Debt.—See Nationa Dest. 

Decker, Sir Matthew, — his opinion 
(approved by Adam Smith), that certain 
taxes are repeated and accumulated four 
or five times, is absurd, 140-1. 

Demand and Supply. The effect of, on 
prices only temporary, 232. Opinion of 
M. Say on this subject, quoted, 233. That 
of Lord Lauderdale, quoted, 233-4. Stric- 
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tures thereon, 234. The demand for la- 
bour depends on the increase of circulat- 
ing and not of fixed capital, 241, n. 

De Tracy, M.,—correct in saving that 
labouris a common measure of the relative 
value of its products, 171-2. Has fallen 
into the same error as M. Say as to the 
definitions of value, riches, and utility, 
171, n. 

Distress. Whether the present state of 
agricultural distress can be attributed to 
taxation, considered, 487-491. 

Dividends. Remedy proposed for the 
mercantile inconvenience caused by the 
quarterly payments of, to the public cre- 
ditors, 410-1. 

Dutics.—Sce Taxes. 


E. 

Economy, in labour, reduces the rela- 
tive value of a commodity, 18.  Illustra- 
tions of this principle, 18. 

Edinburgh Review,—Quotation from 
vol. v. on the subject of a bounty on the 
exportation of corn, 182. Argument in 
vol. i, p. 183, that an increase in the 
paper currency will raise the paper but 
not the bullion price of commodities, com- 
bated, 270, n. Edinburgh Reviewers mis- 
taken in supposing that the exportation or 
importation of bullion takes place without 
reference to exchange, 275. "The prin- 
ciples laid down in the Review of the au- 
thors pamphlet on the High Price of 
Bullion, examined and controverted, 291- 
301. 

Encyclopedia Britannica. Quotation 
from article “Corn Laws and Trade” as to 
withdrawal of capital from poor soils, 161, n. 
The same article quoted as to the advan- 
tages of Free Trade, 191, n. Essay on 
the Funding System written by the author 
for the Supplement to the sixth edition of, 
915-548. 

Exchange,—the rate of, no criterion of 
the increased value of money, 83-84. As- 
certained by estimating the value of 
the currency of one country in the cur- 
rency of another, 84. May be ascer- 
tained also by comparing it with some 
standard common to both, 84. When 
exchanges between countries are at par, 
138. The effect of the exchange would 
counterbalance the effect of high prices 
caused by detaining gold and silver in a 
country by prohibitory laws, 139. Effects 
on exchange, of the debasement of the 
gold and silver currency by clipping, or 
of a depreciation of paper money, 273-4. 
Statements of the rate of exchange with 
Hamburgh at various periods, 298-9. How 
an unfavourable exchange may be ulti- 
mately corrected, 301. "The variations of 
exchange with foreign countries can never 
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for any considerable time exceed the ex- 
pense of transporting and insuring the 
recious metals, 306. Exchange with 
amburgh considered, 308-315.  Ex- 
change with Paris considered, 316-9. 
Fallacy of the supposed premium on 
English currency in America, proved, 319- 
320. Causes of the favouruble exchange 
with Sweden explained, 320-1, and ». The 
par of exchange between two countries, 
one using gold and the other silver as a 
principal measure of value, cannot be 
estimated without taking into account 
their relative value, 310-322. 
Exportation. Bounties on the expor- 
tation of corn lower its price to the fo- 
reign consumer, but have no permanent 
ettect on its price in the home market, 181-2. 
Temporary effects of bounties on, in raising 
the price of corn, considered, 184-7. Boun- 
ties on the exportation of manufactures, 
raise their market, but not their natural 
price, 188-9. Pernicious effect of a bounty 
on the exportation of manufactures or 
corn stated, 189. Evils of prohibiting the 
melting or exportation of coin, and at 
same time allowing the exportation of 
bullion, 265, 326. Depreciation of the 
circulating medium counteracted by the 
exportation of the precious metals, 270. 
Law ineffectual to prevent the melting and 
exportation of gold coin, 265, 279, 301, 
323-6. 


F. 

Farmers, a rise in the price of corn, 
which increases the money wages of the 
labourer, diminishes the money value of 
the farmer's profits, 62. Rent always falls 
on the consumers, and not on the farmers, 
63. Interest of, to keep the price of raw 
produce low, 63, 188, 477. A tax on the 
farmer’s profits how bencficial to the land- 
lord, 126-7. Pay more poor rates than 
manufacturers, in proportion to their re- 
spective profits, 157. Injurious effects on 
the condition of the farmer, of the con- 
stantly fluctuating prices of corn under a 
system of protective duties, 477-486. 

Foreign Trade, effects of an extension 
of, 72. Proofs that the profits of a fa- 
voured trade will speedily subside to the 
general level, 73-4. Forcign trade, though 
highly beneficial to a country, has no ten- 
dency to raise the profits of stock, unless 
the commodities imported are those on 
which the wages of labour are expended, 
75. 

France, the taille in, before the revolu- 
tion, a tax of the ohjectionable description, 
that takes out and keeps out of the pockets 
of the people, more thau it brings to the 
state, 108. - Rates of seignorage in France 
at different periods, 318, n. Duty on the 
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coinage of, and its effect on exchange, 
318, n. 

Free Trade, importance of, to Great 
Britain, 190, 191, n. 

Funded Property, the price of, not a 
steady criterion of the rate of interest, 179, 
180. The holders of, how benefited by the 
low value of corn, 258-9. The funds not 
indebted for their high price to the depre- 
ciation of our currency, 287. Opposite 
effects of a depreciated currency on the 
value of land, and of funded property, 
287. 

Funding System, Essay on the, written 
by the author for the Supplement to the 
sixth edition of the Encyclopedia Britan- 
nica, 515-548. 


G. 

Gilchrist, Mr, quotation from his evi- 
dence as to the effect of the restriction of 
the issues of the Bank of England on the 
issues of the Scotch banks, 348-9. 

Gold and Silver, being variable, insuffi- 
cient as a medium for determining the va- 
rying value of other things, 11. uctua- 
tions to which they are subject, 11. Golda 
commodity obtained under the same con- 
tingencies as every other, and requiring 
labour and fixed capital for its production, 
28, 263. Gold approaches more nearly to 
an invariable standard of value than any 
other commodity, 29. Effects of the dis- 
covery of the American mines on the 
value of, 46. "Various advantages they 
possess as a standard for money, 46. The 
value of paper money influenced by such 
causes only as influence the value of gold, 
57. Improvements of manufactures in 
any country tend to alter the distribution 
of the precious metals among the nations 
of the world, 78-80. On whom a tax on 
gold would temporarily and ultimately 
fall, 114, 118. The market value of gold 
is ultimately regulated by the compara- 
tive facility or difficulty of producing it, 
114. Effects of a tax on gold, 115-8. 
Evils of prohibiting a free trade in pre- 
cious metals when the prices of com- 
modities are raised, 138-9. Value of 
gold and silver proportioned to the quan- 
tity of labour necessary to produce and 
bring them to market, 213. The obliga- 
tion to pay their notes in gold coin or 
bullion, the only proper control over the 
abuse of their power by issuers of paper 
money, 215. A currency is in its most 
perfect state when it consists wholly of 
paper money of an equal value with the 
gold it professes to represent, 218. The 
use of paper instead of gold substitutes 
the cheapest for the most expensive me- 
dium, 218. Remarks on the employment 
of these metals in currency, 221-2. Their 
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relative values at different periods ac- 
counted for, 221-4. Inconvenience of using 
each of the two metals as a legal tender 
for debts of any amount demonstrated, 
223-4. Checks against an excessive quan- 
tity of silver coin, 225, n. Investigation 
of the comparative value of gold, corn, and 
labour, 226-9. Effects of variations in the 
relative valueof gold and silverconsidered, 
270-5. Evident intention evinced by the 
Legislature to establish gold as the stand- 
ard of currency in this country, 272. Cause 
of the trifling rise in the price of gold 
on the Continent, 328-332. Prices of 
gold in Hamburgh, Holland, and England 
at different times, 329. Statement of 
the advantages of silver over gold as 
a standard, 403. — See also BULLION, 
METALs, and MONEY. 

Grenfell, Mr, his resolutions proposed 
to Parliament on the advantages derived 
by the Bank from the management of the 

ational Debt, and the balances of public 
money in their hands, quoted, 417-451. 

Grenville, Lord, extract from his speech 
of 15th March 1815, on the impoliey of 
protection to agriculture, 484. 

Gross Revenue, See REVENUE. 


H. 

Hamburgh, rates of exchange between 
England and Hamburgh considered, 308- 
315. Silver, the standard of value in, 311. 

Hamilton, Professor, his * Inquiry con- 
. cerning the rise and progress, the redemp- 
tion, and present state of the National 
Debt of Great Britain," quoted, 515-7, 
520, 531, 547-8. 

Holland, low rates of profits and interest 
in, accounted for, 175, n. Silver, the cur- 
rency of, 329. 

Houses, rent of, distinguished into two 
parts—building rent, and ground rent, 
119. Difference between rent of houses 
and rent of land, 119-120. By whom 
taxes on houses are borne, 119-120. 

Huskisson, Mr, his opinion as to the 
effect of an increase in the paper currency 
on the value of gold, as an exportable 
commodity, quoted and commented on, 
337-339. His speech on the state of the 
finance and sinking fund of 25th March 
1813, quoted, 518-9, 526. 


I. 

Importation, effects of high duties on 
. the importation of corn, considered, 187- 
192. Pernicious effect of high duties on 
the importation of manufactures or of 
corn, stated, 189. Inexpediency of re- 
strictions on importation, considered, 371- 
390. Quantities of oats, wheat, and wheat 
flour imported from Ireland, from 1818 to 
1821, 490. 
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Improvements, eflects of improvements 
in agriculture, on rent, 4l, Importance 
of agricultural improvements considered, 
43, n. Effects of improvements in manu- 
factures, on the distribution of the precious 
metals, 78-80. 

Income, taxes not necessarily taxes on 
income or capital, because laid on these 
respectively, 88. Illustrations of this 
principle, 88. How the objects of an in- 
come tax may be obtained without its 
inconveniences, 94. Tithes a very burden- 
some and intolerable tax, because they 
increase with the gross and fall on the net 
income, 105. Etect of an income tax, if 
fairly levied, 357. 

Iuterest, etlects of the accumulation of 
capital on profits and interest, considered, 
174-180. Low rate of profits and interest 
in Holland accounted for, 175. Some 
notion may be formed of the rate of pro- 
fits, from the market rate of interest, 178. 
In all countries the State has interfered 
to prevent a fair and free market rate of, 
179. Legal rates of interest in this country 
at ditlerent remote periods, stated, 179. 
The rate of, though ultimately governed 
by the rate of profit, is subject to tem- 
porary variations from other causes, 179. 
Causes of these variations considered, 179- 
180. The price of funded property not a 
steady criterion of the rate of interest, 179. 
The rate of interest for moncy regulated 
by the rate of profits derived from the 
employment of capital, 220. "The assist- 
ance supposed to be given by the Bank to 
commerce, by lending money under the 
market rate of interest, rather a disadvan- 
tage than otherwise, 220-1. Rate of in- 
terest not affected by the abundance or 
scarcity of money, but of that part of 
capital not consisting of money, 284. 
Rate of, cannot be controlled by any 
bank, 474. Project of advancing money 
on loan, at a low interest, to speculators 
in corn, considered, 486-7. 


L. 

Labour, theoriginal purchase money paid 
for all things, 10. The foundation of their 
exchangeable value, except where they 
cannot be increased by human industry, 
10. The quantity of labour bestowed on 
the production of any object, and the 
quantity it can command in the market, 
used by Adam Smith, as if they were 
equivalent expressions, 11. Labour or 
corn as variable a medium of value as gold 
and silver, 11,253. Fluctuations to which 
itis subject, 12. Effects of improvements 
in machinery on the value of, 12. The 
relative value of different qualities of, 
depends much on the comparative skill of 
the labourer, and the intensity of the 
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labour performed, 15. The exchangeable 
value of commodities is in proportion to 
the labour bestowed not only on their 
immediate production, but on all imple- 
ments, &c., required to assist that labour, 
17. Economy of labour, whether in its 
manufacture or the formation of the 
capital for its production, reduces the 
relative value of a commodity, 18. Illus- 
trations of this principle, 18. Unequal 
effect of a rise in the wages of, on com- 
modities produced by circulating and by 
fixed capital, 21. No rise in the value of, 
without a fall of profits, 23. The price 
of, rises with every difficulty of providing 
for the maintenance of labourers, 27, n. 
With every rise in the price of, new temp- 
tations are offered to the use of machinery, 
27,n. The quantity of, necessary to obtain 
the produce of land, regulates the rate 
of rent, profit, and wages, 31. Adam 
Smith's theory of productive and un- 

roductive labour considered, 39, n. Mr 

uchanan's observations thereon quoted, 
40, n. Natural and market prices of, de- 
fined, 50. Increase of capital in quantity 
and value raises the natural and market 
prices of labour, 51. Ingrease of capital 
in quantity, but not in value, raises the 
market price of labour only, 51. Causes 
of the difference between the natural 
prices of labour in different countries, 52, 
and n. <A diminution in the wages of, 
raises profits, but has no effect on price, 
75. The prices of corn and labour will 
be relatively higher in a couutry excelling 
in ‘manufactures, so as to occasion an 
influx of money, than in any other, 83. 
Investigation of the comparative value 
of gold, corn, and labour, 226-9. The 
demand for, depends on the increase 
of circulating, and not of fixed capital, 
241, n. 

Labourers how their happiness and 
comfort are affected by the relation be- 
tween the natural and market prices of 
labour, 51. The supply of, and demand 
for labourers one of the causes of a rise or 
fall of wages, 53. A rise in wages not 
always productive of comfort to, 55-56. 
Influence of machinery on the interests of 
the labouring classes, considered, 236-242. 

en and how the use of machinery may 
be injurious to their interests, 238. 

Land, the division of the whole produce 
of, between landlords, capitalists, and la- 
bourers, the criterion of the rise or fall of 
rent, profit, and wages, 31. Thequantity 
of labour necessary to obtain the produce 
of, regulates the rate of rent, profit, and 
wages, 31. Nature of the rent of, consi- 
dered, 34. The cultivation of inferior, one 
of the causes of the origin of rent, 36. 
Effects of improvements which increase 
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its productive powers, and obtain its pro- 
duce with less labour, 42. One of the 
objections to tithes is, that it increases with 
the gross and falls on the net produce of 
land, 105. Different modes in which a 
land-tax may be levied, 107. Capital 
expended in increasing the productive 
power of land becomes incorporated with, 
and cannot afterwards be separated from 
it, 158, n. Examination of Adam Smith's 
doctrme concerning the rent of land, 197- 
203. Different effects of a depreciated 
currency on the value of land, and that of 
the funds, 287. 

Landlords, agricultural improvements, 
though at first injurious, are ultimately 
beneficial to, 43, ». Difficulty of produc- 
tion, how beneficial to, 44. Illustrations 
of this, 44, n. A tax on rent would fall 
wholly on, 102-107. As rent is constituted, 
it would be a tax on the profits of the 
landlord, and would discourage cultivation, 
102. As landlords are compensated by 
the rise of raw produce, and as wages, and 
through them profits are affected, they are 
the class peculiarly exempted from the 
effect of tithe, and every other land-tax 
of that kind, 109. A tax on the farmer's 
profits, how beneficial to the landlord, 
126-7. A tax on wages does not fall on 
the landlords as such, but on the profits of 
stock, 136-140. Sofar only as landlords di- 
rectly employed labour in the expenditure 
of their revenues, by supporting menial ser- 
vants, &c., would they be subject to its 
operation, 140. Have a decided interest 
in the rise of the natural price of corn, 
189, 378. Benefit of a high price of corn 
to them, 202-3, 378. 

Land Tax, virtually a tax on rent, 107. 
Different modes in which a land-tax may 
be levied, 107. 

Lauderdale, Lord, his theory that the 
scarcity and monopoly of a commodity 
increase wealth, controverted, 167. In- 
conclusive in his arguments as to the effect 
of the Mint regulation on the relative 
value of gold and silver, 224-5, n. Opinion 
of, on the influence of demand and supply 
on prices, quoted and commented on, 
233-4. 

Legislature, wages should never be con- 
trolled by the, 57. 

Liverpool, Lord, his Letter to the King 
on the coinage, quoted, 333. 

Loans, observations on loans to the 
State, 146-9, 180, v. Project of advancing. 
money on loan at low interest to specu- 
lators in corn, considered, 486-7.—See also 
NATIONAL DEBT. 

Locke, Mr, the inconvenience of em- 
ploying each of two metals as legal tender 
demonstrated by, 223. Of opinion that 
the law forbidding the melting and ex- 
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porting coin was inoperative, 324. His 
theory relative to the recoinage in 1696, 
considered, 332-3. 

Luxuries, the advantages and disad- 
vantages of taxes on, stated, 144-5. The 
only effect of a tax on,is to raise their 
price, 146. It falls wholly on the consumer, 
and neither increases wages -nor lowers 
profits, 146. 


M. 

Machinery, effects of improvements in, 
on the value of labour, 12. Every rise in 
the price of labour offers new temptations 
to the use of, 27, n. How beneficial to 
the public, 27. When wages rise, com- 
modities made by machines fall, and that 
in proportion to their durability, 27. 
Effects of improvements in agricultural 
machinery on the priceof raw produce, 
and on rent, 42. Means of abridging 
labour, either in the manufacture or con- 
veyance of goods, operate on price, but 
not on profits, 75. The discovery of, tends 
to raise the relative value of moncy, and 
to encourage its importation, 128. Ma- 
chinery, and natural agents acting gratui- 
tously, add to a commodity value in use, 
but not value in exchange, 172-3. Its 
influence on the interests of the different 
classes of society considered, 235-242. 
The author's former views on this subject 
corrected, 235-237. The use of, though 
advantageous to landlords and capitalists, 
often injurious to the interests of the la- 
bouring class, 236. When and how injuri- 
ous to the latter, 238. Advantages of, in 
accumulating capital and reducing prices, 
considered, 241-2. 

Malt, observations on the tax on, 
152-3. 

Malthus, Mr. In 1815, his “ Enquiry 
into the Nature and Progress of Rent,” 
and the “Essay on the Application of 
Capital to Land,” by a Fellow of Univer- 
sity College, Oxford, presented, nearly 
at the same moment, the true doctrine 
of rent, 5. His remarks on the doctrine 
that the relative values of commodities 
will be governed by the relative quanti- 
ties of labour bestowed on their pro- 
duction, 30, n. Quoted as to the price of 
labour being indicative of the wants of 
society respecting population, 131. Ex- 
amination of his opinions on rent, 243- 
249. His exposition of the causes of 
the rise in price of raw produce in rich 
and progressive countries, quoted, 250. 
Wrong in supposing that increase of po- 
pulation, and agricultural improvements 
are causes of the increase of rent, 250-2. 
His supposition that the net income of the 
country is diminished in proportion to its 
gross income disproved, 256-7. Remarks 
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on his “ Inquiry into the Nature and 
Progress of Rent,” and “The Grounds 
of an Opinion on the Policy of Restrict- 
ing the Importation of Foreign Corn,” 
371-390. His definition of the rent of land, 
371. 

Mansfield, Sir James, his opinion as to 
the mode of compelling the Governor and 
Directors of the Bank to produce their 
books, &c., quoted, 434. 

Manufactures, improvements of, in any 
country tend to alter the distribution of 
the precious metals among the nations of 
the world, 78-80. Why the prices of home 
commodities are higher in those countries 
where manufactures flourish, 81. Are 
subject to reverses and contingencies from 
which agriculture is free, 159. Boun- 
ties on the exportation of, will raise tor 
a time their market, but not their natural 
price, 188. The inconveniences resulting 
from levying a tax on manufactured com- 
modities at an early period of their 
manufacture, are greatly magnified, 230- 
231. 

Manufacturers. They pay less poor 
rates than farmers, in proportion to their 
respective profits, 157. Have no interest 
in the rise of the natural price of their 
commodities, 188. Are benefited while 
the market price of their productions ex- 
ceeds their natural price, 189. 

Metals, the value of, subject to varia- 
tions like that of every other commodity, 
45. Etflects of the discovery of the Ame- 
rican mines on the value of, 46. Inconve- 
nience demonstrated, of employing each 
of two metals as legal tender for debts of 
any amount, 223-4. Laws which regulate 
the distribution of the precious metals 
throughout the world, 270. A circulating 
medium consisting of two metals, not con- 
ducive to the existence of a permanent 
measure of value, 270. 

Mellish, Mr, his resolutions proposed 
concerning the Bank of England, 452-4. 

Mines. The principle which regulates 
the rent of land governs also that of mines, 
45,199. Value of their produce subject 
to variation like that of every other com- 
modity, 45. Effects of discovering Ame- 
rica and its rich mines, on the value of 
metals, 46. Improvement in the facility 
of working the mines of precious metals 
will diminish the value of money generally, 
83. Observations on the rent of mines, 
198-200. 

Mint, regulations that should he adopted 
at the Mint, and the Bank of England, 
215-8. 

Money, not an invariable measure of 
value, 28. Variations to which it is sub- 
ject, 28. Effects of variations in the value 
of, on the price of commodities, 31. A 


576 


rise in wages, from an alteration in its 
value, produces a general eflect on price, 
and none on profits, 31. Variations im its 
value, however great, do not affect the 
rate of profits, 32. Advantages possessed 
by gold and silver as a standard for money, 
46. Improvements of manufactures in 
any country tend to alter the distribution 
of money among the nations of the world, 
78-80, Different value of money in dif- 
ferent countries accounted for, 81-3. No 
effect produced on the rate of profits either 
from the influx or efllux of moncy, 81. 
Improvement in the facility of working 
the mines of precious metals will diminish 
the value of money gencrally, 83. ‘The 
rate of exchange no criterion of the value 
of, 84. A fall in the value of, one of the 
causes of tlie high price of provisions, 94. 
The demand for, regulated entirely by its 
value, and its value, by its quantity, 114. 
The discovery of machinery tends to raise 
the relative value of money, and encourage 
its importation, and all taxation to lower 
it, and encourage its exportation, 128. 
Low value of, in Spain, prejudicial to its 
manufactures and commerce, 137. Ob- 
servations on the rates of interest for, 178- 
180. The value of, though partially, not 
permanently degraded by a bounty on 
corn, 186-7. The quantity of, employed 
in a country, dependent on its value, 213. 
Effects of the State charging a seignorage 
on coining money, 213-4, 225. The esta- 
blishment of banks deprived the State of 
the sole power of coining or issuing money, 
214. An obligation to pay their notes in 
gold coin or bullion, the only proper con- 
trol over the abuse of their power by the 
issuers of paper money, 215. Temptation 
to export money in exchange for goods, 
never arises but from a redundant cur- 
rency, 267. The rate of interest not 
affected by the abundance or scarcity of 
money, but of that part of capital not 
consisting of money, 284. Adam Smith's 
distinction between money and revenue, 
quoted, 284. Commodities, generally, can 
never become a standard to regulate the 
quantity and value of money, 401. Pro- 
ject of advancing money on loan at a low 
interest to speculators in corn, considered, 
486-7.—See also Currency, GoLD and 
SILVER, Mines, and PAPER Money. 

Monopoly, definition of monopoly price, 
150. On what it depends, 150. Why 
monopolized commodities vary in value, 
284. 

Mushet, Mr, his acknowledgment of the 
inaccuracy of his first tables as to ex- 
change, quoted, 310-1. "The principle on 
which his amended tables are constructed, 
310. Objections stated to the accuracy of 
his amended tables, 311. 
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N. 

National Debt, nature and effects of, 
considered, 146-150. Melon’s definition 
of the nature and effects of a national 
debt, as given by Say, quoted, 147. Best 
mode of diminishing it, considered, 149. 
No sinking fund can be efficient for dimi- 
nishing the debt, unless derived from the 
excess of the public revenue over the ex- 
penditure, 149. Mercantile inconvenience 
resulting from the quarterly payment of 
dividends to the public creditors, and re- 
medy suggested, 410-411. Table showing 
the amount annually paid by the public, 
from 1797 to 1815, for management of the 
British, Irish, German, and Portuguese 
debt, 437. ‘Table showing the total amount 
annually received by the Bank, from 1797 
to 1815, for receiving contributions on 
loans, 437. Table showing the total 
amount of unredeemed debt on 1st Feb- 
ruary 1815, 438. Hamilton's * Inquiry 
concerning the Rise and Progress the 
Redemption, and Present State of the 
National Debt of Great Britain," 515-7, 
520, 531. Consideration of the best mode 
of providing for our annual expenditure 
in war and peace, and whether a fund 
raised for the purpose of paying debt will 
not be misapplied by ministers, 538-548. 

Net Revenue.—Sce REVENUE. 

Newton, Sir Isaac, his report on the 
causes of the exportation of silver coin, 
333. 


P. 

Paper Money, value of, influenced by 
such causes only as influence the value of 
gold, 57. Circulation of, explained, 214. 
The currency may as effectually be in- 
creased by paper as by coin, 214. Pay- 
ment in specie not necessary to secure its 
value, 214. The quantity issued must be 
regulated according to the value of the 
standard metal, 214, 403-4. Why the 
Bank of England was liable to be drained 
of specie for its paper currency, 214-5. 
An obligation to pay their notes in gold 
or bullion, the only proper control over 
the abuse of their power by issuers of 
paper money, 215. <A currency is in its 
most perfect state, when it consists wholly 
of paper money of an equal valuc with the 
gold it professes to represent, 218. The 
use of paper instead of gold substitutes the 
cheapest for the most expensive medium, 
218. Provided there be perfect security 
against abuse of the power, it is immaterial 
whether paper money is issued by the 
State or by banks, 218-219. Illustrations 
of this, 219-220. Effect of redundancy on 
the value of paper money, 278. The Bank 
of England is the great regulator of country 
paper, 283. Advantages attending thc 
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use of, 397-9.—See also CURRENCY and 
MONEY. 

Paris. exchange between England and 
Paris considered, 316-9. 

Parliamentary Reform, observations on, 
by the author, printed in the Scotsman of 
the 24th April 1824, 551-556. 

Peace, the commencement of, after a 
long war, or the commencement of war 
after a long peace, how productive of 
distress in trade, 160. The transition from 
war to peace, how injurious to agriculture, 
161. 

Pearse, Mr, his statement presented to 
the Bullion Committee, 298. 

Peel, Mr (now Sir Robert), effect of his 
bill for restoring the ancient standard, on 
the price of corn, 467-475. 

Perceval, Mr, his letter, in 1808, to the 
Governor and Deputy Governor of the 
Bank, as to the participation of the public 
in its advantages, 419. His proposals to 
the Bank, 420. 

Petty, Lord Henry, his speech in 1807 
on the accumulation of the siuking fuud, 
quoted, 532-3. 

Pitt, Mr, quoted as to the relicf of the 
poor, 58, n. Remonstrance of the Bank 
to Mr Pitt, as to their embarrassment, 
277, n. His speech, on the sinking fund, 
o€ 17th February 1792, 521. Comparison 
of the effects of his plan, and that of Mr 
Vansittart, on the sinking fund, 523-6. 
His speech in 1786 on the sinking fund, 
542-3. 

Political Economy, principal problem 
in, to determine the laws regulating the 
distribution of the earth's produce, 5. 
Many of the errors in, have. arisen from 
considering an increase of riches and an 
increase of value as synonymous, and from 
unfounded notions as to a standard mea- 
sure of value, 166. 

Poor Laws, pernicious effects of, con- 
sidered, 57, 58, 59. Their evil tendency 
developed by Mr Malthus, 58. Remedy 
pointed out, 58. 

Poor Rates, nature of, 155. Their ope- 
ration under different circumstances, con- 
sidcred, 155-8. How levied, 155-6. A 
much larger amount falls on the farmer 
than on the manufacturer, in proportion to 
their respective profits, 157. 

Population, increase of, one of the pri- 
mary causes of the origin of rent, 36. 
The difficulty of providing food for an 
augmented population one of the causes 
of a rise of rent, 40. Improvements in 
agriculture give a great stimulus to popu- 
lation, 43, n. Relative increase of popu- 
lation and capital in countries differently 
situated, considered, 53-54. The demand 
of. an increasing population, ultimately 
attended by increased cost of production, 
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one of the causes of the high price of pro- 
visions, 94. Price of labour indicative of 
the wants of society respecting population, 
131. Why population increases more 
rapidly in America than in Europe, 249. 
Increase of, no cause of the rise of rent, 
250. . 

Precious Metals.—See Go tp and SiL- 
VER. 

Price, Adam Smith's definition of real, 
quoted, 10. Of labour necessarily rises 
with every difficulty of providing for the 
maintenance of men, 27,2. With every 
rise in the price of labour new temptations 
are offered to the use of machinery, 27, n. 
ljtfeets of variations in the value of money, 
on tlie price of commodities, 31. A rise 
in wages from an alteration in the value 
of monev, produces a general effect on 
price, and none on profits, 31. Of corn is 
regulated by that produced with the great- 
est quantity of labour, 40. Rent does not 
enter as a component part into the price of 
corn, 40. Effects of agricultural improve- 
ments on the price of raw produce, 42. 
Natural and market price of commodities 
distinguished, and how affected by the 
circulating capital of the monied class, 
47-8-9. Natural and market prices of 
labour defined, 50. How the relation 
between its market and natural prices 
affect the comfort and happiness of the 
labourer, 51. Increase of capital in quan- 
tity and value, raises the natural and 
market prices of labour, 51. Increase of 
capital in quantity, but not in value, raises 
the market price only, 51. Causes of the 
difference between the natv:al prices of 
labour in different countries, 52, and n. 
The price of commodities on which wages 
and labour are expended, one of the 
causes of their rise or fall, 53. A rise in the 
price of commodities not necessarily pro- 
duced by a rise in wages, 57. Interest of 
the farmer to keep the price of produce 
low, 63, 477. Means of abridging labour, 
either in the manufacture or conveyance 
of goods, operate on price, but not on 
profits, 75. A diminution of the wages 
of labour raises profits, but produces no 
effect on price, 75. Explained why the 
prices of home commodities are higher 
in those countries where manufactures 
flourish, 81-3. A tax on raw produce 
raises its price, 91. Monopoly price con- 
sidered, 150-1-2-3. Difference between 
the regulation of the price of corn, and of 
the price of manufactured commodities, 
150. The influence of demand and supply 
on prices only temporary, 232. The cost 
of production regulates the real price of 
commodities, 232-250. Effects of ma- 
chinery in reducing the price of commo- 
dities, 242. A rise in the market price of 
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corn encourages its production, 253. High 
price of bullion a proof of the depreciation 
of bank notes, 263-290. Causes ofthe excess 
of the market over the Mint price of gold 
and silver bullion considered, 277, and n. 
Influence of a low price of corn on the 
profits of stock considered, 371-390. A 
remunerating price of corn considered, 
459-461. Influence of a rise of wages on 
the price of corn, 461-3.  Etfect of abun- 
dant crops on the price of corn, 465-7. 
Effect produced on the price of corn 
by Mr Peel’s bill for restoring the an- 
cient standard, 467-475.  Injurious ef- 
fects of the constantly fluctuating prices 
of corn, 477. Under a system of protec- 
tive duties giving the monopoly to the 
home growers of corn, prices must be fluc- 
tuating, 478-486. 

Produce, the division of the produce of 
land among landlords, capitalists, and 
labourers, the criterion of the rise or fall 
of rent, profit, and wages, 31. The quan- 
tity of labour necessary to obtain it, regu- 
lates the rate of rent, profit, and wages, 
31. Effects of agricultural improvements 
on the price of raw produce, 42. A rise 
in the price of raw produce lowers agri- 
cultural as well as manufacturing profits, 
63. Nature and effects of a tax on raw 
produce, 91. The price of raw produce 
rises in proportion to the tax, which thus 
falls on the consumer, 91-3. Objections 
to taxing the produce of land considered, 
and answered, 91-101. A tax on raw 
produce, and on the necessaries of the 
labourer, raises wages and lowers profits, 
93. One ofthe objections to tithes is, that 
they increase with the gross, and fall on 
the net produce of land, 105. A land tax 
imposed on all cultivated land is & tax on 
ined and will raise its price, 107. Mr 

althus' exposition of the causes of the 
rise in price of raw produce in rich and 
progressive countries, quoted, 250. 

Producer, remarks on the inconvenien- 
cies supposed to result from the payment 
of taxes by the, 230-1. 

Production, agricultural improvements 
which increase it, though at first injurious, 
are ultimately beneficial to landlords, 
43, n. Difficulty of, how beneficial to 
landlords, 44. Illustration of this, 44, n. 
Teudency to discourage both cultivation 
and production, an evil inseparable from 
all taxation, 109. The cost of, ulti- 
mately regulates the price of commodi- 
ties, 232-250. 

Profits. No rise in the value of labour, 
without a fall of, 23. Arise in wages, 
from an alteration in the value of money, 
produces a general effect on price, and 
therefore none on profits, 31. Quantity 
of labour in obtaining the produce of 
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land, the proper criterion for judging of 
the rate of profit, rent, and wages, 31. 
Rate of, not affected by variations in the 
value of money, 32. How affected by the 
circulating capital of the monied class, 
47, 48, 49. A rise in the price of corn, 
which increases the money wages of the 
labourer, diminishes the money value of 
the farmer's profits, 62. Agricultural, as 
well as manufacturing profits, are lowered 
by a rise in the price of raw produce, if 
accompanied by a rise of wages, 63. Proofs 
that profits depend on the quantity of la- 
bour requisite to provide necessaries for 
labourers on that land, or with that capi- 
tal, which yields no rent, 65-70. Effects 
of an extension of foreign trade on profits, 
72. Proofs that the profits of a favoured 
trade will speedily subside to the general 
level, 73-74. These apply equally to home 
trade, 75. Foreign trade has no tendency 
to raise the profits of stock, unless the com- 
modities imported are those on which the 
wages of labour are expended, 75. Means 
of abridging labour, either in the manu- 
facture or conveyance of goods, operate 
on price, but not on profits, 75. In one 
and the same country profits are always 
on the same level, but not so between 
different countries, 76. No effect produced 
on the rate of, either from the influx or 
efflux of money, 81. Profits depend, not 
on nominal, but real wages, 82. Ataxon 
raw produce, and the necessaries of the 
labourer, raises wages and lowers profits, 
93. Taxes on necessaries virtually taxes 
on profits, 122. Taxes on profits consi- 
dered, 122-8. A tax onthe profits of the 
farmer, how. beneficial to the landlord, 
126-7. A tax on wages, in fact, a tax on 
profits, 136. Effects of a low price of corn 
on wages and profits, 163. Effects of the 
accumulation of capital on profits and 
interest, considered, 174-180. Low rate 
of profits and interest in Holland account- 
ed for, 175, n. Only case, and that tem- 
porary, in which the accumulation of 
capital may be attended with a fall of 
profits, 176. Extremcly difficult to deter- 
mine the rate of the profits of stock, 178. 
Some notion of the rate of profits may be 
formed from the market rate of interest, 
178. Inequality of profit always the in- 
ducement to remove capital from one 
employment to another, 185. Profits can 
only be lowered by a competition of capitals 
not consisting of circulating medium, 286. 
Influence of a low price of corn on the 
profits of stock considered, 371-390. Table 
showing the progress of rent and profit 
under an assumed augmentation of capital, 
376. Observations on the profits of the 
Bank of England, 393. Statements as to 
their misapplication, and remedy proposed, 
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423-435. Table showing the profits of the 
Bank from 1797 to 1816, 427. Estimate 
of the profits of the Bank in different 
years, 439-451. Ettects of a low value of 
corn on the rate of profits, 475-8. 

Prohibition. Eftects of prohibiting the 
importation of corn considered, 188-9. 

Property. Impolicy of taxes on the 
transference of, 89. Too much facility 
cannot be given to the conveyance and 
exchange of, 89. 

Protection. Agricultural protection con- 
sidered, 459-494. Undera system of pro- 
tecting duties giving the monopoly to the 
home growers of corn, prices must be 
fluctuating, 478-486. 

Provisions. Causes of the high price 
of, 94. lst, A deficient supply, 94-5. 
2d, A gradually increasing demand, ulti- 
mately attended with increased cost of 
production, 95-6. 3d, A fall in the value 
of money, 96. 4th, Taxes on necessaries, 
96-7. 


R. 

Rent, definition of, 34. . The nature 
of, in the strict sense, and in the popular 
one, 35. The term, as used by Adam 
Smith, 34. Circumstances trom which it 
originates, 36. Progress of, considered, 
36. Rise of, the effect of the increasing 
wealth of the country, and the ditiiculty 
of providing food for its augmented popu- 
lation, 40, Influence of tlic prices of corn 
on, 40. Effects of agricultural improve- 
ment on, 41, 42, 43. ‘The principle which 
regulates the rent of land, governs also 
that of mines, 45. The increasing difti- 
culty of providing an additional quantity 
of food with the same proportional quan- 
tity of labour, which raises rent, also raises 
wages, 55. Difference between the rise 
of rent and the rise of wages explained, 
55. Always falls on the consumer, and 
not on the farmer, 63. A tax on, would 
fall wholly on landlords, and could not be 
shifted to any class of consumers, 102. A 
tax on rent, as it is constituted, would dis- 
courage cultivation, 102. Corn rents ma- 
terially atlected both by tithes and a money 
tax, 104. A land tax levied in propor- 
tion to, and varying with its rent, is in 
effect a tax on rent, and falls on the land- 
lord, 107. Of houses distinguished into 
two parts, building rent, and ground rent, 
119. Ground rents, and the ordinary rent 
of land, not fit subjects for exclusive taxa- 
tion, 121. Examination of Adam Smith's 
doctrine concerning the rent of land, 197- 
203. Examination of Mr Malthus's opi- 
nions on rent, 243-9. Neither increase of 
population, nor agriculturalimprovements, 
causes the rise of rent, 250-1. Loss ofrent 
the effect of & low price of corn, 259-260. 
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Table showing the progress of rent and 
profit under an assumed augmentation of 
capital, 376. 

Revenue. Advantages derived by a 
country from a large gross, rather than a 
large net revenue, constantly magnified 
by Adam Smith, 210, and by M. Say, 210, n. 
Examination of their doctrine, 210-212. 
The labouring classes have an interest in 
the manner in which the net income of 
the country is expended, 239. A dimi- 
nution of gross, not necessarily followed 
by a diminution of net income, 256-8. 
Adam Smith’s distinction between money 
and revenue, 284. 

Riches, definition of, 165. Difference 
between value and riches explained and 
considered, 165-173. May be increased 
in two ways,—by employing a greater por- 
tion of revenue for the maintenance of 
productive labour, therebv adding to the 
quantity and value of commodities ; or by 
making the same quantity of labour more 
productive, therebv adding to the abun- 
dance of commodities, but not to their 
value, 168. Wliy the last mode of in- 
creasing them is preferable, 168-9. Er- 
roneous views of M. Say in regard to value 
and riches, considered, 169-173. 


Say. M. “Economie Politique” cited, 
6. Quoted as to the use of natural agents, 
35, n. As to the regulation of price 38, n. 
IIis opinion that taxes on the transference 
of property are impolitic, 89. His mis- 
taken views of the nature and effects of the 
English land tax considered and corrected, 
110-1. llis error as to taxes in kind, rec- 
tified, 111-2. His erroneous opinion that. 
the price of corn influences the price of 
all other commodities, 136, n. His maxim 
as to the best plans of finance and taxation, 
quoted and commended, 141-5. His re- 
marks as to the operation of taxes on com- 
modities, quoted, 142-3-6, notes. His opi- 
nion as to tlie effect of credit, quoted and 
controverted, 150, n. Fallacy of his argu- 
ment, that taxes on raw produce fall on 
the landlord, 153-4. Overstates the ad- 
vantages of commerce, 160, m. False 
inference he has drawn as to the value 
of silver, 166, n. Remarks on the fallacy 
and inconsistency of his views as to value 
and riches being synonymous, 169-173. 
Overlooks the essential difference between 
value in use, and value in exchange, 
172-3. His reasoning on the inconve- 
nience of public loans, inconclusive, 180, 
n. Wrong in supposing that prohibition 
of importation enables producers at home 
permanently to raise the market over the 
natural price, 190-191, notes. His con- 
tradictory opinions as to the profits of 
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home and foreign trade, 191-2, notes. 
Magnifies (as does also Adam Smith) 
the advantages of a large gross rather 
than a large net revenue, 210, n. Obser- 
vations on his overstatement of the incon- 
veniences of taxes paid by the producer, 
230-1. His opinion on the influence of 
demand and supply on prices, quoted, 233. 
Mistaken in his view of gross and net 
produce, 256, n. 

Scarcity. One of two sources of the 
exchangeable value of useful commodi- 
ties, 9. The value of some commodities 
determined by scarcity alone, 9. 

Scotsman. Observations of the au- 
thor on Parliamentary Reform, printed 
in the Scotsman of the 24th April, 1824, 
551-556. Speech of the author in Parlia- 
ment, on the plan of Voting by Ballot, 
printed in the Scotsman of 17th July 1824, 
559-564. 

Seignorage. Effects of the State charg- 
ing a seignorage on the coining of money, 
213-4, 225. Rates of scignorage in France 
at different periods, 318, n. Observa- 
tions on the principles of, 345-7. Limits 
bevond which a seignorage cannot be ad- 
vantageously extended, 345. 

Silver.—See Gorp and SILVER. 

Simonde, M., remarks on the opinion 
of, as to the inconveniences attending a 
tax paid by the producer, 231. 

Sinking Fund. None can be efficient 
for diminishing the national debt, unless 
derived from the excess of public revenue 
over expenditure, 149. How managed in 
England, 219. Account of the rise, pro- 
gress, and modifications of the Sinking 
Fund, with observations as to the proba- 
bility of its accomplishing the object for 
which it was instituted, 515-538. Mr 
Huskisson's speech of 25th March 1813, 
on the state of the finance and Sinking 
Fund, 518-9. Mr Pitt's speech of 17th 
February 1792, on the Sinking Fund, 521. 
Effect of Mr Vansittart's plan, on the 
Sinking Fund, 523, n. Comparison of 
the plans of Mr Pitt and Mr Vansittart, 
523-6. Lord Henry Petty's speech in 
1807, on the accumulation of the Sinking 
Fund, 532-3. Mr Pitt’s speech in 1786, on 
the Sinking Fund, 542-3. The Sinking 
Fund has greatly increased the debt 
instead of diminishing it, 545. Mr Van- 
sittart’s speech in 1813, on the Sinking 
Fund, 546-7. 

Smith, Dr Adam, not having viewed 
correctly the principles of rent, has, in 
consequence, overlooked many important 
truths, 5. His definition of value, 9. 
His definition of real price, 10. Corn 
or labour, his standard measure of value, 
alleged to be as variable as gold and 
silver, 11. Incorrect in saying that la- 
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bour alone, never varying in its own 
value, is the sole ultimate, and real stan- 
dard, 12. His doctrine correct, that the 
proportion between the quantities of la- 
bour necessary for acquiring different 
objects, is the only circumstance which 
can afford any rule for exchanging them, 
13. Quoted as to the difficulty of ascer- 
taining the proportion between different 
quantities and sorts of labour, 15, n. His 
statement, that the proportion between 
ditferent rates of wages and profits, is not 
much affected by revolutions in the public 
welfare, quoted, 15. His doctrine, that a 
rise in the price of labour is uniformly 
followed by a rise in the price of all com- 
modities, unsound, 30. Strictures on his 
definition of rent, 34. His theory of pro- 
ductive and unproductive labour consider- 
ed, 39, ». Mr Buchanan’s observation 
thereon, 40,7. Cited, 49,72. His opinion 
that taxes on the transference of property 
are oppressive, 89. His four maxims, to 
which all taxes should conform, 107-8. 
His erroneous view of taxes on the pro- 
duce of land, corrected, 108-9-10. His 
opinion that ground rents, and the ordin- 
ary rent of laud are fit subjects for peculiar 
taxation, quoted and objected to, 120-1. 
His opinion as to the immediate effect of 
a tax on the waves of labour, 129. Mr 
Buchanan's objections thereto confuted, 
129-133. "Though correct in his view of 
the immediate, is incorrect in his view of 
the eventual, operation of a tax on wages, 
133-6-140. Correction of his mistaken 
view of taxes on necessaries, 140. Ably 
explains the disadvantage of a low value 
of the precious metals proceeding from 
forced abundance, 137. His argument just, 
that the labouring classes cannot materi- 
ally contribute to the burdens of the State, 
141. Correct in his statement, that the 
malt tax falls on the consumer, 152-3. 
Mr Buchanan’s remarks thereon, 153. 
Quoted as to the difference between the 
real and the nominal price of commodities 
and labour, 166, n. Gives an incorrect, as 
well as a correct description of riches, 168. 
Cites Holland as affording an instance of 
the fall of profits from the accumulation 
of capital, without considering her peculiar 
position, 175. Wrong in saying that when 
the produce of any particular branch of 
industry exceeds the demand, the surplus 
must be sent abroad, 175, n. Mistaken as 
to the origin of the carrying trade, 177-8. 
Quoted as to the difficulty of determining 
the rate of profits, 178. Remarks on his 
objectionable doctrines, ns to bounties on 
exportation and prolibitions of importa- 
tion, 183-9. Falls into error from think- 
ing that the money price of corn regulates 
that of all other home made commodi- 
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ties, 185. His correct account of the na- 
ture of value, 186. Right in saying that 
a bounty causes a partial degradation in 
the value of money, 186. Wrong infer- 
ence he has drawn from the great differ- 
ence existing between corn and other 
goods, 188. Strictures on his doctrine 


concerning the rent of land, 197-203. Has 


admirably explained the principle of rent, 
when treating of mines, but has not ap- 
plied the same to land, as he should have 
done, 199. Observations on the evils of 
a monopoly of the colony trade, 204. He 
overrates those evils, 208. Quoted as to 
the effect of treaties of commerce, 205. 
Constantly magnifies the advantages de- 
rived by a country from a large gross, 
rather than a large net revenue, 210. His 
argument fallacious, that though the re- 
turns of the foreign trade of consumption 
be as quick as the home trade, the former 
gives but half the encouragement to the 
industry or productive labour of the coun- 
try, 212. Strictures on his principles of 

aper currency, 214-5. The superiority 

e awards to the Scotch mode of affording 
accommodation to trade by cash accounts, 
fanciful, 221. Not aware of the incon- 
venience of employing each of two metals 
in currency as legal tender for debts of 
any amount, 223-4. Examination of his 
doctrine relative to the comparative value 
of gold, corn, and labour in rich and poor 
countries, 226-9. His error in supposing 
the value of corn to be constant, 227. 
Quoted as to the foundation of the high 
price of precious metals, 263. His dis- 
tinction between money and revenue, 284. 
Quoted as to the pernicious effects of a 
State disguising its bankruptcy by debasing 
its coin, 288-9. Quoted as to the duty 
for coinage in France, 318, n. His prin- 
ciple, that the paper moncy of every kind 
which can easily circulate in a country 
can never exceed the value of the gold 
and silver, of which it supplies the place, 
344. 

Spain, low value of money in, prejudicial 
to its manufactures and commerce, 137. 

Specie.—See Gorp and Sitver, and 
Moner. 

Stamp Duties, the levying of, impolitic, 
as d tax on the transference of property, 
89-131. 

Standard, an invariable standard of 
value imaginary, 41-2. Objections to the 
use of a standard commodity considered, 
400-2. Imperfections of the standard, 
402-403. Effects of variations of the 
currency below the standard, without al- 
lowance for the countervailing variations 
above it, 403. Correspondence with the 
standard, the rule for paper money, 403-4. 
Effect of Mr Pcel’s bill for restoring the 
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ancient standard, on the price of corn, 
467-475. 

Stock, essay on the influence of a low 
price of corn on the profits of stock, 371- 
390. 

Stockholders, less benefited than farmers 
and manufacturers by the low value of 
corn, 258-9. Remedy proposed for the 
mercantile inconvenience caused by the 
quarterly payments of dividends to the 
public creditors, 410-11. 

Steuart, Sir James, quoted as to testing 
the value of the currency by exchange, 
275. 

Supply and Demand.—See DEMAND 
and SUPPLY. 

Sweden, causes of the favourable ex- 
change with Sweden considered, 320-1, n. 


T. 

Taxes, on what, the ability to pay them 
depends, 7. Their nature, and from what 
sources they are ultimately paid, 87. In 
what the great evil of taxation consists, 
88. Taxes not necessarily taxes on capital 
or income, because laid on these respec- 
tively, 88. Illustrations of this principle, 
88. Impolicy of taxes inevitably falliug 
on capital, 89. Of this nature are taxes 
on the transference of property, borrowed 
money, and legal uoce ings, 89. On 
whom and what, such taxes generally fall, 
89. Facility of their collection some com- 
pensation for their injurious effects, 90. 
Nature and effects of a tax on raw pro- 
duce, 91. A rise in price, the only means 
by which the cultivator can pay this tax, 
91. Itthus falls on the consumer, 91-3. 
Objections to this tax considered and an- 
swered, 91-101. A tax on raw produce, 
and on the necessaries of the labourer, 
raises wages and lowers profits, 93. Taxa- 
tion either must act on profit, or other 
sources of income, or it must act on ex- 
penditure, 98. Taxes on the profits of 
stock applied directly or indirectly, pro- 
vided all other income be taxed, have this 
advantage over others, that no one can 
escape them, and each contributes accord- 
ing to his means, 98. À tax on rent would 
fall wholly on landlords, and could not be 
shifted to any class of consumers, 102. 
A tax on rent, as it is constituted, would 
discourage cultivation, 102. Nature of 
tithes, and difference between them, and 
taxes on rent, and on raw produce, 104. 
Tithes an equal tax, 104. Corn rents 
materially atlected both by tithes and a 
money tax, 104-5. Objections to tithes, 
105-6. Different modes in which a land- 
tax may be levied, 107. If levied in pro- 
portion to, and varying with the rent of 
land, it is in effect a tax on rent, and falls 
on tlie landlord, 107. If imposed on all 
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cultivated land, it is a tax on produce, and 
will therefore raise its price, 701. A tax 
on all cultivated land may be in proportion 
to its quality and produce, in the same 
way astithes, or it may be a fixed tax per 
acre, 107. The latter contrary to one of 
the maxims to which all taxes should 
conform, 107-8. The taille in France be- 
fore the Revolution, a tax of this objec- 
tionable description, 108. Tendency to 
discourage cultivation and production, an 
evil inseparable from all taxation, 109. 
On whom a tax on gold would temporarily 
and ultimately fall, 114-8. Effects of a 
tax on gold, 115-8. "Taxes on houses, by 
whom borne, 119-120. Ground rents not 
a fair subject for exclusive taxation, 120-1. 
Taxes on necessaries, virtually taxes on 
profits, 122. Taxes on profits considered, 
122-128. "Tax on the farmer's profits, 
how beneficial to the landlord, 126-7. 
All taxation tends to lower the relative 
value of money, and to encourage its ex- 
portation, 128. Effects of taxes on wages, 
129. Difference between a tax on neces- 
saries and a tax on wages, 129. ‘The re- 
sults of a tax on wages, will be the same 
as those of a direct tax on profits, 129- 
136. What commodities are the fittest 
objects of taxation, 144. The advantages 
and disadvantages of taxes on luxuries 
stated, 144-5. Effect of taxes to defray 
the interest of loans, 145. Effect of a tax 
on luxuries, 146. Nature of poor rates, 
and their operation under ditferent cir- 
cumstances, considered, 155-8. High du- 
ties on the importation of manufactures or 
of corn, or a bounty on their exportation, 
the worst species of taxation, 189. 
bounty on the production of corn, raised 
from a tax on commodities, would make 
corn relatively cheap and manufactures 
dear, and vice versa, 195. The incon- 
veniences supposed to result from the 
levying of a tax on manufactured commo- 
dities at an early period of their manufac- 
ture, are greatly magnified, 230-1. Consi- 
derable additions may be made to the 
taxes of a country without a correspond- 
ing increase in its circulating medium, 355. 
Effects of taxes imposed on a particu- 
lar commodity, 463-5. Question—Can 
the present state of agricultural distress 
be attributed to taxation? considered, 
487-491. 

Tenants.—See FARMERS. 

Thornton, Mr, quoted as to the embar- 
rassment of the Bank, caused by an over 
issue of notes payable in specie, 267. His 
error, from confusing an increase in the 
value of gold and an increase in its money 
price, exposed, 267-8. Quoted as to the 
conduct of the Bank before the restriction, 
276. Quoted as to the non-depreciation 
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of circulating paper, 278. Quoted as to the 
inefliciency of the law to prevent the ex- 
portation of gold coin, 280. Fallacy of 
his argument, that the gains of the Bank 
were in proportion to their notes in circula- 
tion, and that no advantage was derived 
from the public deposita, except that they 
could thereby maintain more notes in cir- 
culation, 412-3. 

Tithes, nature of, 104. Difference be- 
tween them and a tax on rent, 104. They 
are an equal tax, 104. Difference between 
them, and taxes on raw produce, 104. 
Effects of, in different states of society, 
104. Corn rents materially affected by, 
104-5. Objections to, Ist, they are not a 
permanent and fixed tax, but increase in 
value, as the difficulty of producing corn 
increases ; 2d, they increase with the gross, 
and fall on the net produce of land ; and, 
3d, they are injurious to landlords, as they 
act as a bounty on importation, 105-6. 
They do not discourage cultivation more 
than an equal amount would do, if raised 
in any other manner, 105. 

Torrens, Colonel, his Essay on the ex- 
ternal corn trade quoted, as to the dif- 
ference between the natural prices of 
labour in different countries, 52, n. The 
arguments in his Essay on the impo- 
licy of restricting the 1mportation of corn 
commended, and declared unanswerable, 
164, n. 

Trade. 'The profits of a favoured trade, 
whether foreign or home, speedily subside 
to the general level, 73-5. Illustrations 
of this principle, 73-5. General causes 
of sudden changes in the channels of, 
159-160. How injuricusly affected by the 
commencement of war after a long peace, 
or of peace after a long war, 160. A re- 
vulsion in, more severcly felt in rich, than 
in poorer countries, 161. Nature and 
origin of carrying trade considered, 177-8. 
Importance of free trade to Great Britain, 
190-1, n. Observations on colonial trade, 
204-9. Temptation to export moncy for 
goods, termed an unfavourable balance of 
trade, 267. Two ways in which a country 
may be benefited by trade, 380-1.—See 
also CARRYING TRADE, COLONIAL TRADE, 
COMMERCE, FOREIGN TRADE, and FREE 
TRADE. 

Treaties. Effects of commercial treaties 
considered, 205-7. 


Utility, though not the measure of ex- 
changeable value, essential to it, 9. 


V. 
Value, the sources of defined by Adam 
Smith, 9. Utility, though not the mea- 
sure of, essential to exchangeable value, 
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9. Exchangeable value of useful commo- 
dities derived from their scarcity, and the 
quantity of labour required to obtain them, 
9. Value of some commodities deter- 
mined by scarcity alone, 9. Corn or 
labour as variable à medium of value as 
gold and silver, 11.  Ettects of accumula- 
tion of capital on, 16. Exchangeable 
value of commodities is in proportion to 
the labour bestowed, not only on their 
immediate production, but on that of all 
the implements and capital required to 
give effect to the producing labour, 17. 
Economy in labour reduces the relative 
value of a commodity, 18. Illustrations 
of this principle, 18. Effects of a rise in 
wages on value, 19. 'lhe principle that 
value does not vary with a rise or fall of 
wages, how modified by the unequal dura- 
bility of capital, 25. Impossible to have 
an invariable standard measure of, 28. 
Gold approaches nearer to an invariable 
standard of, than any other commodity, 
29-46. Variations in the value of money 
do not affect the rate of profits, 82. The 
value of commodities regulated by the 
quantity of labour necessarily bestowed 
on their production under the most unfa- 
vourable circumstances, 37. The general 
rule which regulates the value of raw 
produce and manufactured commodities, 
is applicable also to metals, 45. Ef- 
fects of the discovery of American mines 
on the value of metals, 46. The same 
rule which regulates the value of commo- 
dities in one country does not regulate 
the value of those exchanged between 
two or more, 75. Different value of 
money in diflerent countries accounted 
for, 81-3. Improvement in the facility of 
working the mines of precious metals will 
diminish the value of money generally, 83. 
Difference between value and riches ex- 
plained and considered, 165-173. Ma- 
chinery, and natural agents acting gratui- 
tously, add to a commodity, value in use, 
but not value in exchange, 172-3. The 
value of gold and silver proportioned 
to the labour necessary to produce and 
bring them to market, 213. The quan- 
tity of money employed in a country must 
depend on its value, 213. Payment in 
specie not necessary to secure the value 
of paper money, 214. Only necessary 
that its quantity should be sufficiently 
limited, 214. A currency is in its most 
perfect state when it consists wholly of 
paper money, of an equal value with 
the gold it professes to represent, 218. 
Investigation of the comparative value of 
gold, corn, and labour, in rich and poor 
countries, 226-9. A fallin the value of 
corn not so beneficial to stockholders, as 
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to farmers and manufacturers, 258-9. The 
intrinsic value of gold and silver, from 
what sources derived, 263. Different 
effects of a depreciated currency on the 
value of land, and of the funds, 287. 
Causes of a fall in the exchangeable value 
of food, 379. Erttects of a low value of 
corn on the rate of profit, 475-8. 

Vansittart, Mr, his application, in 1814, 
to the Bank, iu which he alludes to the 
participation of the public in its advan- 
tages, 420. Effect of his plan on the 
sinking fund, 523, n. Comparison of the 
effects of his plan, and that of Mr Pitt, 
523-6. His speech in 1813 on the sinking 
fund, 546-7. 

Voting by Ballot, speech of the author 
in Parliament on this question, printed in 
the Scotsman of 17th July 1824, 559-564. 


W. 
Effects of a rise in, on relative 
value, 19. Natural and market rates of 
wages distinguished, 50-51. Increase of 
capital in quantity and value, raises the 
natural and market rates of wages, 51. 
Increase of capital in quantity, bnt not in 
value, raises the market rate of wages 
only, 51. Causes of the difference be- 
tween the natural rates of wages in dif- 
ferent countries, 52, and n. Wages sub- 
ject to a rise or fall from two causes, —from 
variation in the supply of and demand for 
labourers, and from variation in the price of 
commodities on which wages of labour are 
expended, 53. The increasing difficulty of 
providing an additicnal quantity of food 
with the same proportional quantity of 
labour, which raises rent, also raises wages, 
55. Illustrations of this principle, 55-6. 
Difference between the rise of rent, and 
the rise of wages explained, 55. A rise 
in wages not always productive of com- 
fort to the labourer, 55-6. A rise of wages 
not necessarily productive of a rise in 
the price of commodities, 57. Should 
never be controlled by the interference of 
the legislature, 57. The rate of profits 
can never be increased but by a fall in 
wages, 75. No permanent fall of wages, 
but in consequence of a fall of the neces- 
saries on which wages are expended, 75. 
A diminution in the wages of labour 
raises profits, but produces no effect on 
the price of commodities, 75. Profits de- 
pend not on nominal but real wages, 82. 
A tax on raw produce and the necessaries 
of the labourer, raises wages, 93. Effects 
of taxes on, 129-136. Difference between 
a tax on necessaries, and a tax on wages, 
129. The results of a tax on, the same 
as those of adirect tax on profits, 129-136. 
Effects of a low price of corn on wages 


Wages. 
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and profits, 163. Influence of a rise of | ture, 161. Suggestions for their remedy 


wages on the price of corn, 461-3. quoted from the Encyclopedia Britannica, 
War, the commencement of, after a | and approved of, 161. 
long peace, or the commencement of Wealth, a rise of rent always the effect 


peace after a long war, how productive of | of increasing wealth, 40. The rise of rent 
distress in trade, 160. Evil effects ofa | isa symptom, but never a cause of, 40. 
transition from war to peace on agricul- | Causes of the increase of, 40-168. 


THE END. 
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“ The sketches of Chinese character are the most strik- 
ing and the most graphic we have met with.''— Naval 
and Militury Gazette. 


X. 


JAPAN ix TuE NINETEENTH CENTURY. 
Described from the Accounts of Recent Dutch Travellers. 
Post 8vo, 9s. 6d. 

“Containing all the information about Japan which has 
been obtained; well arranged and well put together."— 
Literary Gazette. 

“ This useful account of a very curious people."— 
Spectator. 


xi, 


NOTICES ON CHINA, and our Commercial 
Intercourse with that Country. By Sir GROROE STAUNTON, 
Bart. Second Edition. 8vo, i25. 
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Mediterranean, and Asia Minor. 
XII. 


A CLASSICAL TOUR IN ATTICA, AND 
RESIDENCE IN ATHENS. By Rev. CHRISTOPHER 
WoRpswoRTH, D.D., Prebendary of Westminster. Second 
Edition. Maps and Plates. 8vo, 12s. ; also, FAC-SIMILES 
OF ANCIENT WRITINGS discovered on the WALLs of 
POMPEII. vo, 5... 

xii. 

A SHORT VISIT ro tne IONIAN ISLANDS» 
ATHENS, AND TIE MOREA. By EDWARD GIFFARD, 
Esq. Plates Post 8vo, 125. 

“Whether as a guide to the traveller, or as amusing 


XX. L3 
JOURNEY ruRovuaGH ARABIA PETRÆA 
to MOUNT SINAI, and the EXCAVATED City or Petra,— 
the Epon of the Prophecies. By M. Leon DE LARORDE, 
Second Edition. With 65 Plates, Woodcuts, and Maps. 


' 8vo, 18s. 


* A publication of extreme value and interest to every 
Christian." — British Critic. 

* All ministers and students should possess themselves 
of this splendid volume,"— Evangelical Muguzine. 


Polynesia and the South Seas. . 


XXI. 


VOYAGE OF DISCOVERY AND RE 


summer reading to those who stay at home—Mr. Giffard’s | SEARCH, IN THE SOUTHERN AND ANTARCTIC 


work is very creditable to its author." — Quarterly Review. | SEAS; during 1030-40-41-42-43. 
t CLaR& Ross, Knt. Plates and Maps. 


XIV. 


TRAVELS IN CRETE. 
By RoserT PasHLEY, A.M., Fellow of Trinity College, 
Cambridge. Maps, Plates, and Woodcuts. 2 vols. 8vo, | 
2I. 25. 
Xv. 


AN EXCURSION IN ASIA MINOR. 
Including a Visit to several unknown and undescribed 
Cities. By Sin CHARLks F&LLows, Second Edition. 
Plates and Woodcuts Impl. 8vo, 28s. Also, DIS. 
COVERIES IN ANCIENT LYCIA, during a Second 
Excursion in Asia Minor. Pintes and Woodcuts. 
Impl. 8vo, 24. 2. An ACCOUNT OF THE XANTHIAN 
MARBLES, now deposited in the British Museum. 
Plates. 8vo, 5s. 

'Ourauthor has discovered eleven ancient Lycian cities, 
and has allowed the learned world to perceive that Lycia 
is a mine of antiquarian treasures, of which he has only 
scraped the surface.”"—Athenaum. 


XVI. 


RESEARCHES iN ASIA MINOR, PONTUS, 
AND ARMENIA; with some Account of the Antiquities 
and Geology of those Countries. By W. I. IlamiLTON, 
M. P., Secretary to the Geological Society. Map. l'utes. 
2 vols. 8vo, 38s. 

“ Mr. Hamilton's archreological researches, and his nar- 


rative in general, have our warmest commendations,."— 
Atheneum. 


Egypt and Syria. 


XVII. 


MODERN EGYPT AND THEBES: being 
a Description of Egypt; with Information for Travel- 
lers in that Country. By Sire GARDNER. WILKINSON. 
Second Edition. Woodcuts and Map. 2 vols. 8vo, 42s. 

“ No one should visit Egypt, or take the overland pas- 
sage to India, without availing himself of this work as his 
travelling Companion. It should be used as a Hand-book 
by ali who travel to India, or make the tour of Egypt and 
Thebes."— Evangelical Magazine. 

* An invaluable guide to all who visit the valley of the 
Nile."—Atheneum. 

XVIII. 


MANNERS AND CUSTOMS OF THE 
ANCIENT EGYPTIANS, derived from Hieroglyphics, 
Sculpture, Paintings, &c., compared with Ancient 
Authors. By Sin GARDNER WILKINSON. Second Edition. 
With 600 Illustrations. 6 vols. 8vo, 67. 85. 

‘Sir Gardner Wilkinson bas done more to make the 
people of the Pharaohs known to us moderns than any 
contemporary writer.” —Athengum. 


i XIX. 
CAIRO, PETRA, AND DAMASCUS; 


from Notes made during a Tour in those Countries. By 
Joun G. KiNNkAR, Esq. Post 8vo, 9s. 6. 


“ Mr. Kinnear writes extremely well, and his descrip- 
tions proclaim him a good observer," — Exuminer. 


Hy CAPTAIN ŠIR JAMES 
2 vols. 8vo. Jn 
Preparation. 

xxt, 

ADVENTURE IN NEW ZEALAND, from 
1839 to 1044. With some Account of the Beginning of the 
British Colonization of the Island, By EDWARD JKRNING- 
HAM WAKKFIELD, Esg. With Map. 2 vols. 8vo. 288. 

“The most complete and continuous history of 
British Colonizationin NewZealand which has appeared.” 
—Spectator. 

“A book full of flowing, vigorous, hearty life, and 
written with manliness and purpose."— Ezaminer. 

xxn. 
TRAVELS IN NEW ZEALAND, 
By Routes through the Interior. With Contributions to: 
the Geography, Gcology, Botany, and Natural History of 
the Islands By Ernest DikeFkNBACH, M.D., Naturalist 
to the New Zealand Company. Plates. 2 vols. 8vo, 24s. 


Central and South America. 
xxiv. 

INCIDENTS OF TRAVEL IN CENTRAL 
AMERICA. By Joun L. STEPHENS, Esq. 78 Engravings. 
2 vols. 8vo, 32s. Also, A SECOND VISIT TO YUCATAN. 
120 Engravings. 2 vols. 8vo, 424. 

* These delightful volumes! It is grievous to quit a 
store so brimful to overflowing of what we like best."— 
Athenaeum. 

“The pleasantest and best work that has lately ap- 
peared."— Spectator. 

XXV. 


RAPID JOURNEYS ACROSS THE PAM- 


PAS and among the Andes. By Str Francis B. Heap, 
Bart. Third Edition, post 8vo, 9s. 6d, 


xxvi. 

JOURNAL OF A PASSAGE FROM THE 
PACIFIC TO THE ATLANTIC, crossing the Andes in 
the Northern Provinces of Peru, and descending the great 
River Maranon. By Henay Lister Maw, R.N  8vo, 139, 


Worth America. 
xxvii. 

TRAVELS IN NORTH AMERICA, with 
Geological Observations on the United States, Canada, 
and Nova Scotia. By CuaARLES LYELL, F.G.S. Woodcuts. 
Post 8vo. 2 vols. 215. 

“We regard the work as one of the best books of travels 
that has appeared for some years."—Spectator. 

“Mr. Lyell visited America not merely as a man of 
science or @ philosopher, but as a man of sense and of 
the world, eminently imbued with qualifications to con- 
stitute him an astute observer.’’—Literary Gazette. 

XXVI. 

TOUR THROUGH THE SLAVE STATES, 
from the River Potomac, by Baltimore in Maryland, to 
Texas and the Frontiers of Mexico. By G. W. FEATHER- 
STONHAUGH, Esq. With Plates. 2 vols. 8vo, 26s. 

* His notices of the natural history, the mines, and 
other geological memoranda, are novel and interesting; and 
his picturesofthe heroes of the bowie knife are remarkably 
characteristic and entertaining."—New Monthly Maga- 
zine. 


6 Mna. MURRAY'S pict OF BOOKS.—Voyages and Travels. 


XXIX. 

TEXAS, AND THE GULF OF MEXICO, 
during the Year 1843. By Mrs. Hovsroun. With Plates. 
2 vols. post 8vo, 215. 

“The important crisis now impending, renders this work 
extremely acceptable at the present moment."— Morning 
Herald. 

“The information contained in this admirable work 
will be very important to those who have an idea of set- 
tling atroad."— Times. 

** Worth a whole cart-load of modern Travels."—Aforn- | 
ing Chronicle. 


xxx. 

FOREST SCENES AND INCIDENTS IN 

CANADA. By Sin Grorer Heap. 
Post 8vo, 10s. 


XXXI. 


A BACKWOODSMAN’S ACCOUNT OF 
UPPER CANADA: for the Use of Emigranta Third | 


Edition. Fcap. 8vo, ls. 64. 


XXXII. 
EXCURSIONS IN NEWFOUNDLAND 


With an Account of the Cod Fishery—Fog Banks—Sealing 


Expedition, &c.: and a Geological Survey of the Island. 
By J. B. Jukzs, Esq. Map. 2 vols. post vo, 215. 


XXXIII. 


LETTERS FROM CANADA AND THE} 


UNITED STATES. Written during a Journey in North 
America, By J. R. GopLEv, Esq. 2 vols. post 8vo, 16s. 


"Here is at least one English book of which the | 


American« cannot reasonably complain.”— Athenaeum. 
**The production of a sensible aud intelligent traveller." 
— Eclectic Review. 


XXXI. 


OREGON, CALIFORNIA, AND OTHER 


TERRITORIES ON THE N.W. COAST OF AMERICA.. 
By RosERT Gaeennow, Librarian to the Department of | 


State of the United States. Map. 8vo, 16s. 
Zurope. 


XXXV. 
DOMESTIC MANNERS OF THE RUSSIANS. 
Described frorn a Year's Residence in that Country, chiefly 
in the Interior. By the Rev. R. LisTER V8NABLR$, M.A. 
Post 8vo, 9s. 6d. 


XXVI. 

NORWAY AND HER LAPLANDERS ; 

with Few Hints to the Salmon Fisher in Norway. By 
Joun MiLroRp, Esq. 8vo, 108. 6d. 


XXXVII 


PORTUGAL AND GALLICIA, 
Described from Notes made during a Journey to those 
Countries. By the EARL oF Carnarvon. Second Edition. 
2 vols. post 8vo, 21s. 

* A work of superior ability, interest, and value.”— 
United Service Journal. 
“These lively and various pages."—4(Aenerum. 


XXXVIII 


BIBLE IN SPAIN; 


Or the Journeys, Adventures, and Imprisonments of an 
Englishman in an Attempt to circulate the Scriptures 
in the Peninsula. By Geores Borrow, Esq. Fourth 
Edition. 3 vols. post 8vo, 27s. 

“These singular and attractive pages.”— Ziferary 
Ganetie. 

* Mr. Borrow has come out as an E nglish Author of 
high mark. We are reminded of Gil Blas, in the narratives 
of this pious, single-hearted man. "Quarterly Review. 

Also a Cheap Edition sor the Colonics. Post 8vo, Se. 


Second Edition. 


| tried by that standard. 


we 
—— — 


XXXIX. 


GYPSIES OF SPAIN ; 


Their Manners and Customs, Religion and Language. Hy 
Grorce Borrow, Esq. Third Edition. 2 vols, post 8vo, 19s. 

** A curious, a very curious work, and contains some of 
the most singular, yet authentic descriptions of the gipsy 
race which have ever been given to the public."— Literary 
Guxette. 

'" Evidently the work of a man of uncommon and highly 
interesting endowments."—Quuarterly Review. 

Also a cheap Edition for the Colonles. Post 
8vo, 5s. 


XL. 

HAND-BOOK FOR TRAVELLERS IN 
SPAIN AND READERS AT HOME. By Ricsarp 
Forn, Esq. Maps, 2 vols. Post £vo, 30s. 

** The nest English book, beyond comparison, that ever 
bas appeared for the illustration, not merely of the gene- 
ral topography and local curiosities, but of the national 
character and manners of Sprain. We have no dou't 
that the work is a c:pital A«and.book —but itis no’ to he 
lf the extraneous disquisitions 
were printed by themselves, we should have before us n 
first-rate library. book; and it is in this light chiefly that 
we regard it."—Quarterly Revicw. 

“The book gives the completest and fullest idea of 
the country we have met, in the compactest torm.''— 
Spectator. 

XLI. 


! NARRATIVE OF TRAVELS IN AUSTRIA. 


With Remarks on the Social and Political Condition of that 
Country. By PkrK&M Evan TURNBULL, Esq. 2 vola. 8vo, 34s. 


XLIT. 


TOUR IN AUSTRIAN LOMBARDY, 


NORTHERN TYROL, AND BAVARIA. By Jonn 
Barrow, Esq. Woodcuts. Post 8vo, 10s. 64. 
** Agrecably written, faithful and minute."— Afhenenum:. 


XLI. 

DUDBLES FROM THE BRUNNEN OF 

NASSAU. By AN OLD Man. Sixth Edition. 16mo, 5s. 

** Just suited for the pocket and for Khine Travellers." 
—Atheneum. 


XLIV. 

LETTERS FROM THE PYRENEES; OR, 
THREE MONTHS' PEDESTRIAN WANDERINGS 
amidst the wildest Scenes of the FRENCH and SPANISH 
MOUNTAINS. By T. CLirToN Paris, B.A. Woodcuts. 
Post tivo, 105. 6d. 

“Contain better descriptive passages, strikingly pic. 
turesque, and without the least strain and efiort, than we 
recollect in any book of the same light pretension.'*— 
Examiner. 

XLV. 

A RIDE ON HORSEBACK THROUGH 
FRANCE AND SWITZERLAND TO FLORENCE; 
described in a Series of Letters By A Lapy. 2 vols. 
post 8vo, 18s. XLVI. 

AN ARCHITECTURAL TOUR IN NOR- 
MANDY, with some Remarks on Norman Architecture. 
ByH.G. Knieut, M.P. Second Edit. Plates. Post 8vo, 98.6d. 

XLVI. 
LETTERS FROM ITALY. 
With Sketches of History, Literature, and Art. By 
CATHARINE TAYLOR. Second Edition. 2 vols. post 8vo, 175. 

“ A more pieasant and instructive book, to assist in that 
higher branch of education, cannot be imagined."— 
Britannia. 

XLVII 

THE CITIES AND CEMETERIES OF 
ETRURIA, described from Two Journeys made for the 
purpose of investigating the existivg remains of Etruscan 
Civilization, By G&ogGE Dennis, 8ro. (In the Press.) 


XLIX. 

THE MANUFACTURING DISTRICTS OF 
ENGLAND, SCOTLAND, AND IRELAND, including 
the Channel Islands and Isle of Man. By Sir Groroz 
Heap, Third Edition. 2 vols, post 8vo, 17. 
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HAND-BOOKS FOR TRAVELLERS, 


Giving detailed and precise Information respecting Steamers, Passports, Moneys, Guides and Servants, 
with Directions for Travellers, and Hints for Tours. 


l. 

HAND-BOOK OF TRAVEL-TALK ; or, Con- 
versations in English, German, French, and Italian, 
with a copious Vocabulary, and Tables of the Relative 
Value of Coins. 18ino, 4s. 6d. 


2, 
HAND-BOOK FOR NORTH GERMANY, 
HOLLAND, BELGIUM, PRUSSIA, AND tHe RHINE, 
To SWITZERLAND. Map. Post Svo, 12s. 


3. 

HAND-BOOK FOR SOUTH GERMANY, 
BAVARIA—AUSTRIA —TYROL — SALZBURG — The 
AUSTRIAN and BAVARIAN ALPS, and the DANUBE, 
from ULM to the BLACK SEA. Map. Post 8vo, 105. 


4. 

HAND-BOOK OF PAINTING. THE 
GERMAN, FLEMISH, AND DUTCH SCHOOLS. 
Translated from the German of KvovzgR. Edited, with 
Notes, by Sin EpwuND liran. Post 8vo. 


5. 
HAND-BOOK FOR SWITZERLAND, the 
ALPS of SAVOY and PIEDMONT. Map. Post 8vo, 10s. 


6. 

ILLUSTRATIONS to tue HAND-BOOKS 
roR NORTH ann SOUTH GERMANY AND 8WITZER- 
LAND. A Series of Maps and Plans of the most fre- 
quented Roads, Cities, and Towns, &c. Poet 8vo. Vol. 1, 
123., vol. 11., 98., vol. ii., 68. 


7. 
HAND-BOOK FOR NORTHERN EUROPE, 


DENMARK, NORWAY, SWEDEN, and RUSSIA. Map 


and Plans. Post 8vo, 12s. 


8. 
HAND-BOOK FOR THE EAST, MALTA, 


the IONIAN ISLANDS, TURKEY, ASIA MINOR, and 


-= CONSTANTINOPLE. Mape. Post 8vo, 15s. 


9. 
HAND-BOOK FOR NORTHERN ITALY, 
THB RIVIERA, VENICE, 


SARDINIA, GENOA, 
LOMBARDY, and TUSCANY. Map. Post 8vo, 124. 


10. 
HAND-BOOK FOR CENTRAL ITALY, 
ROME, the PAPAL STATES, and CITIES of ETRURIA. | 


Maps. Post 8vo, 15s. 


1j. 
HAND-BOOK FOR SOUTHERN ITALY, 


32. 
HAND.BOOK OF PAINTING. ITALY. 


Being a short and easily intelligible Guide, pointing out to 
the unlearned the le: ding Stylesof Art. Fromthe German 
of Kuauer, Edited by C. I. EAsTLAKE, R.A. Post 8vo, 12s. 


13. 

HAND-BOOK FOR FRANCE, NORMANDY, 
BRITLANY, the RIVERS LOIRE, SEINE, RHONE, 
and GARONNE; the FRENCH ALPS, DAUPHINE, 
PROVENCE, and the PYRENEES. Maps. Post 8vo, 12s 


14. 
HANDBOOK FOR EGYPT AND THEBES. 


With all the necessary information for Travellers in that 
Country, and on the Overlund Pussage to India. By Sir 
GARDNER WILKINSON. Woodcutsand Map. 9 vols. fivo, 425. 


i5. 
HAND-BOOK FOR SPAIN, ANDALUSIA, 
GRANADA, CATALONIA, MADRID, &c. Maps 


Post 8vo. 


16. 

HAND-BOOK FOR ENGLAND—TH E 
NORTHERN AND MIDLAND COUNTIES; CUMBER- 
LAND, YORKSHIRE, NORTH and SOUTH WALES, 
DERBYSHIRE, the MANUFACTURING DISTRICTS, 
&c. Map. Poet 8vo. Nearly ready. 


17. 
HAND-BOOK FOR ENGLAND—THE 
SOUTHERN AND WESTERN COUNTIES. Map. Post 
8vo. In Preparation. 


18. 

HAND-BOOK FOR LONDON, PAST AND 
PRESENT ; a CouPLRTK GUIDE TO STRANGERS, alphabeti- 
cally arranged, to facilitate reference. Map. Post 8vo. 
In Preparation. 


19. 

HAND-BOOK TO THE PICTURE GAL- 
LERIES in and near London. With Catalogues of tho 
Pictures, accompanied by Historical, Biographical, and 
Critical Notices. By Mns. Jameson. Post 8vo. )Us. 


20. 
HAND-BOOK FOR HAMPTON COURT, 
WINDSOR, and WESTMINSTER ABBEY. Wood- 


BICILY, AND NAPLES. Map. Post 8vo. Nearly ready. | cuts. Fcap. 8vo, 2s. Gd. each. 
Critical Opinions an the Wanvd-Books. 


*! Mr. Murtay's series of Handbooks seem destined to embrace all the sights of the world.”—Spectator. 
** The useful series of Handbooks issued by Mr. Murray." — Eraminer. 


t Mr. Murray's excellent series. 


** Well considered, well arranged, and well compressed. 


Compiled with great care. 


The information full and satisfactory.” —Athenæun. 
They combine every practical information, with satisfac- 


tory descriptions and extracts from the most accomplished travellers, unencumbered with long historical details, 
which not unfrequently are uselessly intruded into these manuals."—Gentleman's Maguzine. 

** An immense quantity of minute and useful information respecting all places of interest, presented in a plain, 
unostentatious, and intelligible mauner."— United Service Gazette. 

** All the information a traveller requires; and supplies an answer to every difficulty which can possibly arise."— 


Atlas. 


*'* An excellent plan, and contains much in little compass, afid is an amusing resource when the road is dull and 


our companion has fallen asleep "—Asiutic Journal. 
** A world of useful information."— British. Magazine. 


** Capital guides! A man may traverse half the continent of Europe with them without asking a question.” 


— Literary Guzette. 


“ Distinguished for the clearness of their arrangement, the specific character of their directions, the quantity ar 
quality of the matter they contain, as well as for the style and finish of the literary workraanship."—Spectator. 


Mr. MURRAY'S LIST OF BOOKS.—Poetry, the Drama, 4o. 


POETRY, THE DRAMA, &c. 


LIFE AND WORKS OF LORD BYRON: 
(&ibrarp Cdition,) 
Comprising his Poetry, Letters, and Journals. Collected 
and arranged with Notes by Scott, Jeffrey, Wilson, Heber, 
Lockhart, Ellis, Campbell, Milman, &c. By Txromas 
MooRX, Esq. Plates. 17 vols. fcap. 8vo, 5s. each. 


It. 


POETICAL WORKS OF LORD BYRON. 
(Pocket Edition.) 


CONTAINING 


CuHitpgE HaBorp. 1 vol. 
Tatgs. 2 vols. MIscELLANIES. 3 vols. 
Dramas, 2 vols. Don Juan. 9 vols. 


18mo, 2s. 6d. each, or with gilt edges, 3s. 6d. each. 
"t. 


POETICAL WORKS OF LORD BYRON. 
(Travelling Edition.) 
With Portraits and Views. New and cheaper Edition. 
One Volume royal 8vo, 15s. e 
IV. 
CHILDE HAROLD'S PILGRIMAGE. 
(Ellustrated @dttion.) 
With Sixty Vignette Engravings by eminent Artists 
from Sketches made on the spot, expressly to illustrate 
the Poem. A New Edition. Demy 8vo, 214. 
' A splendid work—worth illustrating, and worthily 


illustrated "—Atheneum. 
“ A volume of rare excellence."— Literary Gazette. 


v. 
LORD BYRON'S POEMS. 
(Cheap Bvition.) 


1. GIAOUR. 6. Beppo. 

2. Bripg OF ABYDOS. 7. MAZEPPA. 

3. CORSAIR. 8. ISLAND. 

4. LARA. 9. PARISINA. 

5. BIRGE oF CORINTH. 10. PRISONER of CHILLON, 


2 vols. 24mo, 5s., or separately, 6d. each. 
VI. 
LORD BYRONS DRAMAS. 
(Cheap Edition.) 


5. Two Foscarl. 
6. DEFORMED TRANSFORMED. 


1. MANFRED. 
2. MARINO FALIERO. 
3. HEAVEN AND EARTH. 7. CAIN. 
4. BANDANAPALUR. 8. WERNER. 
2 vols. 24mo, 78., or separately at 6d. and ls. each. 


Vil. 


LORD BYRON’S CHILDE HAROLD. 
(Kheap Edition.) 
With an Engraved Title. 24mo, 2$. 64. 


vil. 


POEMS OF REV. GEORGE CRABBE. 
With his Life By his Son. Plates. 8 vols. fcap. 8vo, 
5s. each. 

‘‘ Nature's sternest painter, yet the best."—Lord Byron. 


** Crabbe's delineations of the passions are so just.”— 
Gifford. 


IX. 


POETICAL WORKS OF BISHOP HEBER, 
including PALESTINE—EUROPE—THE RED BEA, &c. 
Third Edition. Portrait. Fcap. 8vo, 7s. 6d. 


“ Bishop Heber has taken a graceful station among the 
favoured bards of the day."—Literary Gazelte. 


X. 


BEAUTIES OF THE BRITISH POETS; 
with Biographical and Critical Notices, and an Essay 
on English Poetry. By Tuomas CAMPBELL, Eeq. Plates. 
New Edition. 1 vol. royal 8vo, 15s. 

"Rich in exquisite examples of English poetry, and 
suggestive of delightful thoughts beyond any volume in 
the laoguage.''—.44ias. 


XI. 


LEAVES FROM A JOURNAL, AND 
OTHER FRAGMENTS IN VERSE. By Lonp RonBzRT- 
son. Crown 8vo, 78. 6d. 

** The author sees and feels as a scholar and a poet, 
aod as a scholar and a poet he expresses himself. Some 
of his lines are very béautiful : they are polished without 
labour, and energetic without effort. A good dealcan 
be learnt from this book. It teaches as well as pleases 
the reader,'* — Times. 


Xil. 

ANCIENT SPANISH BALLADS; HisronRicAL 
and Romantic. Translated by J. G. LockHaRT, Esq. 
Third Edition, with Illuminated Titles, Coloured Borders, 
Vignettes, &c. 4to. 91. 22. 

“ The very fine and animated translations of Mr. Lock- 
hart." — Hallam's Literary History. 

“A more appropriately as well as beautifully embellished 
volume never was offered to the world." — Edinburgh 


ew. 
"The illustrations are carried throughout with a luxury 
of decoration unexampled in this country.” —Atheneum. 


xit. 

FALL OF JERUSALEM—SAMOR, MAR- 

TYR OF ANTIOCH—AND OTHER POEMS. By the 

Rev. H. H. MiLMAN. Second Edition. Plates. 3 vols. 
fcap. 8vo, 184. 


* A fine, classical, moral, and religious poet." —Lélerary 
Gazette. 


XIV. 

REJECTED ADDRESSES. 
By JaMzs and Horace 8urru. With Notes by the 
Authors. Twentieth Edition. Portraits. Fcap. 8vo. 6s. 6d 


'* The happiest jeu d'esprit of its kind in our day, has its 
merits attested by the extraordinary words, ‘Twentieth 
edition.’ "—Litterary Gazette. 


xv. 

FRAGMENTS IN PROSE AND VERSE. 

By the late Miss ELızaBeTH BurrH. With a Memoir by 
H. M. BowpLRR. New Edition. Post 8vo, 10s. 6d. 


xvi. 

FRAGMENTS FROM GERMAN PROSE 

WRITERS. With Biographical Notices. By SaRAH 
Austin. Post 8vo, 10s. 


** A delightful volume.”—Alheneum. 
* Mrs. Austin has done good service to English litera- 
ture by the publication of these Fragments."— Ezaminer. 


XVII. 

TRANSLATIONS FROM THE GERMAN, 

IN PROSE AND VERSE. By Epwarp Reevs, and JOHN 
EDWARD TAYLOR. Fcap. 8vo, 2s. 6d. 


* Translated with elegance.”—Spectator. 


XVIII. 
CHARACTERISTICS OF PAINTERS. 
By Henry Reeve, Esq. Post 8vo, 4s. 
“Mr, Reeve's graceful production."—AfAeneum. 


Mr. MURRAY'S LIST OF BOOKS.—School Books, 46. 9 


CLASSICAL AND 


Dr. Smith’s Dictionaries. 


Ie 

A DICTIONARY or GREEK anp ROMAN 
ANTIQUITIES. Edited by Wm. Sutu, LL.D. With 
Numerous Illustrations on Wood. (1130 pages.) 8vo, 36s. 

“A work much wanted, will be invaluable to the 
young student. and asa book of reference will be most 
acceptable on the library table of every scholar.” — Quar- 
terly Review. 


iL 

SCHOOL DICTIONARY OF ANTIQUI- 
TIES. Abridged from the above work. With 200 
Woodcuts. Square 12mo. 10s. 6d. 

¢,* The object and design of this work is to furnish 
the schoolboy of the lower forms with such information 
as will assist him in understanding the Classic Authors, 
without subjecting him to the expense of procuring 
larger works, of the whole of which he cannot avail him- 
self until his scholarship is advanced. 

"m. . 

A DICTIONARY or GREEK ann ROMAN 
BIOGRAPHY ano MYTHOLOGY. Edited by Dr. SMITH. 
Now Publishing in Monthly Parts, to be completed in 
3 vols. Vol. 1., 8vo, 36s. 

“The only Classical Dictionary, with any pretensions 
to the name in our language; and, as such, it must form 
part of the library of every student who desires to be- 
come acquainted with the mind of antiquity.” — Athe- 
neum. 


Iv. 

A NEW CLASSICAL DICTIONARY 
OF ANCIENT BIOGRAPHY, MYTHOLOGY, AND 
GEOGRAPHY, for the Usg or ScHooLs, based upon 
the preceding work. 8vo. Jn Preparation. 

This work will comprise the same subjects as are con- 
tained in the well-known Dictionary of Lempriére, avoid- 
ing its errors, supplying its deficiencies, and exhibiting in 
a coucise form the results of the labours of modern scholars. 
It will thus supply a want that has been long felt by most 
persons engaged in tuition. 


v. 

MATTHIZE'S GREEK GRAMMAR. Trans- 
lated from the German by BiowriELD. Fifth Edition. 
Revised by KzNnick. 2 vols. 8vo, 30s. Also an Index of 
Quotations from Greek Authors. 8vo, 78. 6d. 

* The Fifth Edition of Matthise's Greek Grammar exhl- 
bits by farthe most complete system of grammatical rules 
and examples that have yet been given to the world, em- 
bodying the latest results of the scholarship of the present 
age." 


vi. 

BUTTMAN'S LEXILOGUS; 
A Critical Examination of the Meaning and Etymology of 
various Greek Words and Passages in Homer, Hesiod, 
and other Greek Writers. Translated with Notes by 
FisHLAKE. Third Edition. 8vo, 148. 

** A most able disquisition. It contains a deeper and 
more critical knowledge of Greek, moreeztensive research, 
and more sound judgment, than we ever remember to 
have seen in any one work before."—Quarterly Review. 


vil. 
BUTTMAN'S GREEK VERBS; 
With all tbe Tenses—their Formation, Meaning, and 
Usage, accompanied by a Complete Index. Translated 
with Notes, by FisHLAKE, Second Edition. 8vo, 7s. 6d. 
** Buttman's Catalogue contains all those prominent 
irregularities so fully and fundamentally investigated, that 
I was convinced a translation of them would prove a va- 
luable assistant to every lover and student of Greek lite- 
rature.”—Preface. 
vi. 
PLAYS OF ARISTOPHANES. 
Edited, with English Notes, by Tuomas MiTCRELL, Esq. 
8v0,10s. each. 1. WASPS,—2. KNIGHTS.—3, CLOUDS. 
—4, FROGS, 8y0, 152. 


SCHOOL BOOKS. 


IX. 
JESCHYLUS. 

THE AGAMEMNON AND CHOEPHOR(E A New 
Editjon of the Text, edited with English Notes, by 
T. WiLLiAMsOoM PxiLE, D. D., Head Master of Repton 
School. Second Edition. Rvo, 9s. each. 

** By far the most useful edition ever published in this 
country."—Ozford Herald. 


x. 

MULLENR'S DORIANS; 
THE HISTORY anv ANTIQUITIES or THE DORIC 
RACE. Translated from MuLLER, by Turner and Lewis. 
Second Edition. Maps. 2 vols. 8vo, 26s. 

“ We close the volumes in admiration of the author's 
unwearied industry and great knowledge.”—New Monthly 
Magazine. 

xi. 


A COPIOUS ENGLISH-LATIN LEXICON, 
Compiled from the Best Sources. By Rev. J. E. RIDDLE, 
and Rev. T. K. ARNOLD. 8vo. In the Press. 


Xil, 
THE ROMANCE LANGUAGES. 
By Gronog ConNEWALL Lewis, A.M. New Edition. 
8vo, 12s. xil, 
ARISTOPHANES. 

Essays ow THE BiRDs, CLOUDS, kc., of ARISTOPHANES. 
By J. W. Suvern. Translated by, W. R. HAurLTON, F.R.8. 
2 vols. post 8vo, 4s. 6d. each. 


xiv. 

THE ANCIENT GREEKS ; 
THEIR PuBLIC AND Privats Lirs. Translated from the 
German of Henry Hasr. Fcap. 8vo, 5s. 6d. 

“Some work appeared to be wanting on Grecian Anti- 
quities, which, without being unnecessarily diffuse, should 
give a notion of the discoveries of modern scholars, and 
particularly of German scholars." — Preface. 


A xv. 

THE GREEK LANGUAGE. 
Easay ON THE PRONUNCIATION OF THE GREEK LANGUAGE. 
By G. J. PsNwiNGTON, M.A., late Fellow of King's 
College, Cambridge. 8vo, 7s. 6d. 


xvi. 

THE GREEK CLASSIC POETS. 
INTRODUCTION TO THR Stupy OF THB GRKEK CLASSIC 
Posts. By Henry Newson Coveanrpor, MLA. Third 
Edition. Fcap.8vo, 5s. 


xviL 

LATIN GRAMMAR FOR SCHOOLS, 
Or Kina Epwarb THE fBixTu'sS GRAMMAR, New Edilion, 
revised. 12mo, 3s. 6d. 

xvi. 

GREEK GRAMMAR FOR SCHOOLS. 
Or MaTTHIE'S GRAMMAR abridged by BrLowriELD. New 
Edition, revised by Epwarps. 12mo, 3s. 


XIX. 
GRÆCÆ GRAMMATICÆ RUDIMENTA 
MINORA. Third Edition. 12mo, 22. 


XX. 

GRACA GRAMMATICA RUDIMENTA 
PARS POSTERIOR, SIVE SYNTAXIS. Second Edition. 
12mo, 2s. 


XXI. 

ENGLISH NOTES ror LATIN ELEGIACS ; 
designed for early proficients in the Art of Latin Versifica- 
tion, with Prefatory Rules of Composition in Elcgiac 
Metre. By the Rev. W. Oxennam, M.A., Second Master 
of Harrow School. 12mo, 4s. 

XX! « 
GREEK VERBS. 
THEIR Formations, IRREGULARITIES, AND DzrxcTs. By 
A. N. CAaRMICHAEL, Classical Master in the Edinburgh 
Academy. Second Edition. Post 8vo, 8s. 6d. 
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Me. MURRAY’S LIST OF BOOKS.—maucation and Art. 


INSTRUCTION & ENTERTAINMENT FOR THE YOUNG. 


t. 

MRS. MARKHAM’S ENGLAND, from the 
First Invasion by the Romans, to the Accession of Queen 
Vicronia. Twelfth Edition. Woodcuts. 12mo, 78. 64. 

MRS. MARKHAM'S HISTORY or FRANCE, 


from the Conquest of Gaul by Juhus Cæsar, to the Reign 
of Louis-Philippe. Seventh Edition. Woodcuts. 12mo, 78. 6d. 

« These works are constructe: on a plan which is novel 
and we think well chosen, and we are glad to find that 
they are deservedly popular, for they cannot be too strongly 
recommended, as adapted for the perusal of youth."— 
Journal of Education. 


n. 

SCRIPTURE GEOGRAPHY ror SCHOOLS 
AND YOUNG PERSONS. By Rev. Epw.RonBiNsoN, D.D., 
author of ** Biblical Researches in the Holy Land," 12mo. 
In Preparation. 


"t. 

BERTHA'S JOURNAL IN ENGLAND 
DURING A VISIT tO HER UNCLR. Comprising a 
variety of interesting Information, arranged for every Day 
inthe Year. Fifth Edition, 12mo, 7s 6d. 

« ] am reading ‘ Bertha’ with the utmost avidity. I can 
scarcely take my attention from this. the best of all juve- 
nile compilations."—Rev George Crab^e. 

« An excellent little work."—Capt. Busil Hall. 


Iv. 
PHILOSOPHY IN SPORT MADE SCIENCE 


IN EARNKST; or Natural Philosophy inculcated by the 
Toys and Sports of Youth. Sixth Edition. Woodcuts. 
Fcap. 87o, 88. 

“ We know of no other book which socharmingly blends 
amusement with instruction. No juvenile book has been 
published in our time more entitled to praise.”— Examiner. 


v. 

LITTLE ARTHUR'S ENGLAND. By 
Lady CattcoTT. Seventh Edition. Woodeuts, 18mo, 35. 

“ This little History was written for a real little Arthur, 
and ] have eudeavoured to write it as I would tell it to an 
intelligent child. 1 well remember what I wanted to be 
told myself in addition to what 1 found in my lesson- 
books when first allowed to read the History of England." 
—JAuthor's Preface. 

“ Lady Callcott's style is of the right kind; earnest and 
simple.” —Ezxaminer. 


vi. 
STORIES FOR CHILDREN FROM THE | 


HISTORY OF ENGLAND. Thirteenth Edit. 18mo, 3s. 


VII. 

ELEMENTSOF GEOMETRY FOR 
SCHOOLS. By Rev. J. Fisuer, of the Royal Naval 
Schools, Greenwich. 18mo, 2s. 

FIRST PRINCIPLES OF ALGEBRA FOR 
SCHOOLS. By Rev. G&gonGK Fisuka.— 12mo., 3s. 
se" The above Works are published by order Qf the Lords 

of the Admiralty. 
vili. 

ELEMENTS OF GEOGRAPHY FOR 
CHILDREN. By the Author of * STOKIES For CBILDREN." 
Third Edition. 12mo, 28. 


IX. 

GOSPEL STORIES FOR CHILDREN. 
An Attempt to render the Chief Events of the Life of 
Our Saviour intelligible and profitable. Second Edition. 


18mo, 3s. 6d. X. 
PUSS IN BOOTS ; 
Suited to the tastes of Little and Grown Children, 
By Otro SPkckr&R. With 12 Illustrations. 4to, 7s. 6d. 
"Twelve designs full of excellent humour."— Esaminer. 
“Complete pictures, and tell the story with dramatic 
force."— Spectator. 
s A book for kindly remembrances."— Literary Gazette. 


XI. 

YEAR BOOK OF NATURAL HISTORY. 
Arranged for each Month. By Mrs. Loupon. With 40 
Woodcuts.  18mo, 44. 

'! Mrs. Loudon has begun to apply her excellent talents 
and extensive knowledge of natural his:ory, to the ser- 
vice of the young; and this volume is a very delightful 
one." —Chumbers' Edinburgh Journal. 


xu. 

HISTORY OF THE LATE WAR: 
With Sketches of Nelson, Weilington, and Napoleon ; in the 
style of“ STORIES For CaiLDuaN." 18m0, 25. 6d. 


XIV. 

GARRY OWEN; or, THE SNOW WOMAN 
AND POOR BOB THE CHIMNBY-SWEKE PER 
By Maria EpGgkgwoutH. Woodcuts. 3s. 6d. 

*! These tales display the same interest and truth to na- 
ture which have raised Miss Edgeworth to the head of all 
writers for children."— Westminster Review, 


xv. 

SENTENCES FROM THE PROVERBS, 
io English, French, Italian, and German. For Daily Use. 
ByaLanv. !6mo, 3s. 6d. l 

“The design of this volume is excellent." — Atlas. 

'* An excellent design." — Literary Gasette. 


ART. 


1. 

FRESCO DECORATIONS AND STUCCOES 
OF THE CHURCHES AND PALACES IN ITALY, 
during the Fifteenth and Sixteenth Centuries, With 
English Descriptions, by Louis GRUNER. With Forty- 
five Plates, Folio. Plain or Coloured 

* This work is exactly what we most required, reflecting 
the highest honour upon Mr. Gruner, and is likely to 
create a complete revolution in British decorative design.” 
— Mr. Cra BBE'S Lecture. 


n. : 
THE ANATOMY OF EXPRESSION AS 
CONNECTED WITH THE FINE ARTS. By the 
late Sin CHARLES Berl. A New and Enlarged Edition, 
with Engravings and Woodcuts. Imperial 8vo, 21s. 
‘The artist, the writer of fiction, the dramatist, the 
man of taste, will receive the present work with gratitude, 


and peruse it with 
delight.”— Christian Remembrancer. 


a lively and increasing interest and | 


in. 


: HISTORY OF PAINTING—ITALY ; 


From the Age of Constantine the Great to the Present 
Time. Translated from the German of KuGLer. By a 
Lany; and Edited, with Notes, by C. L. EAsTLAKE, R.A. 


IV. 


HISTORY OF PAINTING. THE 
GERMAN, FLEMISH, AND DUTCH SCHOOLS. 
Translated from the German of Kua: en by A Lapy; 
Edited, with Notes, by Bin Bpmunp Heap, Bart. Post 
8vo. 


' Intended as a short and eacily intelligible guide, 
pointing out to the unlearned the leading styles of Art."— 
Preface. 


Mr. MURRAY'S LIST OF BOOKS.—Selence, Watural Mistery, &c. 
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SCIENCE. 


I. 
CHEMICAL MANIPULATION ; 
Being Instructions to Students in Chemistry, on the 
Methods of performing Experiments of Demonstration or 
Research, with Aocuracy and Succese. Ny MicHAEL 
FanapAv, F.R.S. Third Edition.  8vo, 18s. 
t. 


NINTH BRIDGEWATER TREATISE. 
By CBAnLES BABBAGE, Esq. Second Edition. 8vo, 98. 6d. 


ut. 

THE ECONOMY OF MACHINERY AND 
MANUFACTURES. By CHARLES Bassace, Esq. 
Fifth Edition. Fcap. 8vo, 68. 


lv. 
TABLE OF THE LOGARITHMS OF THE 

NATURAL NUMBERS from 1 to 108000. By CHARLES 

BansBAGE, Esq. Second Edition. Royal 8vo. 6s. 


v. 

KOSMOS ; OR, OUTLINES OF PHYSICAL 
GROGRAPHY. A Beries of Popular Lectures delivered 
at Berlin and Paris. By ALEXANDER Von HUMBOLDT. 
2 vols. 8vo, in (he press. 


Vi. 

THE CONNEXION OF THE PHYSICAL 
SCIENCES. By Mary SoMERVILLE. Seventh Edition. 
Fcap. 8vo, 10s. 64. 

^ The style of this astonishing production 1s so clear and 
unaffected, and conveys with so much simplicity so great 
& mass of profound knowledge, that it should be placed in 
the hands of every youth the moment he has mastered the 
general rudiments of education."— Quarterly Review. 


vit. 

THE PROPERTIES OF THE ELLIPSE, 
Deduced from the Circle, and Geometrically Demon- 
strated. By the Duxe or Somerset. With Diagrams. 
Second Edition. 12mo, 3s. 


vi. 

PRACTICAL SURVEYING anp SKETCH- 
ING ; for the Use of Yvung Officers and Others. By G. 
D. Bunr, Esq. 8vo, 10s. 6i. Also, ON SKETCHING 
GROUND WITHOUT INSTRUMENTS.  Woodcuts. 
8vo, 2s. Gd. 


IX. 
FACTS TO ASSIST THE MEMORY, IN 
VARIOUS SCIENCES. New Edition. Fcap. 8vo, 6s. 6d. 


x. 
ON POINTING GUNS AT SEA. 
By Caer. J. H. Stevens. 8vo, 3s. 


XI. 

ON NAVAL GUNNERY ; 
For the Instruction and Examination of Officers, and for 
the Training of Seamen Gunners. By Lixct.-GRENEKAL 
Sir HowaARD DovoLas, Bart. Second Edition. 8vo, 15s. 


xi. 

THE MUSEUM OF ECONOMIC GEOLOGY 
AND MINING RECORDS OFFICE. By T. Sopwitn, 
F.GS8., Commissioner for the Crown under the Dean 
Forest Mining Act. With Woodcuts, Fcap. 8vo, price Is. 


XIII. 

BRITISH ASSOCIATION REPORTS. 
Yorx and Oxron»p, 1831-32, 13s. 6d. CAMBRIDGE, 1833, 195. 
EDINBURGH, 18:4, 15s. DUBLIN, 1835, 13%. Gd. BRISTOL, 
1833, 12s. LivknRPOOL, 1837, 16s. 6d. NEWCASTLE, 1838, 
15s. BIRMINGHAM, 1839, 13s. 6d. GrAsaow, 1840, 155. 
PLYMOUTH, 1841, 13s. 64. MANCHESTER, 1842, 105. 6d. CORK, 
1843, 12s. 8vo. 

XIV. 

THE USE OF HOT AIR IN THE IRON 
WORKS OF ENGLAND AND SCOTLAND. Trans- 
lated from M. DurnkNov, Director-General of Mines in 
France. With Plates. 8vo, 5s. 6c. 


NATURAL HISTORY AND GEOLOGY. 


I. 
ELEMENTS OF GEOLOGY ; 

Or, the Ancient Changes of the Earth and its Inhabitants, 
considered as Illustrative of Geology. By CHARLES LYELL, 
F.G.S. Second Edition. Woodcuts, &c. 2 vols. 12mo, 185. 

u Very interesting and amusing, and should be read by 
every one who takes an interest in this rising branch of 
Natural History."—Jarmeson's Journal. 

“A work that supersedes every other on geology."— 
New Monthly Magazine. 


IT, 

RUSSIA IN EUROPE AND THE URAL 
MOUNTAINS, Geologically Illustrated. By R. I. Mur- 
cmisoN, F.G.8. With Coloured Map, Tables, Woodcuts, 
Sections, &c. 2 vols. royal 4to. 


ur, 

THE GEOLOGY OF YORKSHIRE. 
By Joun PuiLLiPs. Part I.—THE YORKSHIRE COAST. 
Plates. 4to, 1l. 114. 6d. Part IL.—THE MOUNTAIN- 
LIMESTONE DISTRICT. Plates. 4to, 21. 12s. 6d. 


IV. 

THE PRACTICAL GEOLOGY AND 
ANCIENT ARCHITECTURE OF IRELAND. By 
Garorcr WILKINSON, Esq. Plates. Roy. 8vo, ll. 8s. 

* The value of scientific knowledge when applied to 
practical purposes, is strikingly shown in this curious 
and useful volume."— Spectator. 

“The work is one which must be perused with profit 
by every architect and engineer." —Freeman's Journal, 


v. 

THE GEOLOGY OF CHELTENHAM 
and its Neighbourhood. By R. I. MuRcHison, F.G.8&., 
New Edition. With Plates. 6vo, 8e. 6d. 


vi 


GLEANINGS IN NATURAL HISTORY. 
By Eowarp Jesse, Esq. With Anecdotes of the Sagacity 
and Instinct of Animala, and Extracts from the Unpub- 
lisned Journals of GiLBRRT WHITER, of Selborne. Sixth 
Edition. Woodcuts. Fcap. 8vo, 6s. 6d. 


vi . 


SCENES AND TALES OP COUNTRY 
LIFE, with REcoLLECTIONS oF NATORAL History. By 
EpwARD J&ssk, Esq. Second Edition. Woodcuts. Post 
8v», 123. 

"One of the most valuable additions that have been 
recently made to our practica] knowledge in the Natural 
History of our own country."—Gentieman's Magazine. 


yiii. 


JOURNAL OF A NATURALIST. 
Fourth Edition, with Woodcuts. Post 8vo, 9s. 6d. 
“ A book that ought to find its way into every rural 
drawing-room in the kingdom, and one that may salely be 
placed in every lady's boudoir.”—Quarterly Review. 


IX. 
MODERN BOTANY; 


A POPULAR INTRODUCTION to the NaTURAL System and 
CLASSIFICATION of PLANTS. By Mrs. Loubon. Woodcuts. 
Fcap. 8vo, 88 

“ To any one who wishes to comprehend the names and 
nature o! plants, this charming volume can be safely re- 
commended."— Npectutor. 

“ So treated as to render the subject easily understood 
by the meanest capacity," —Gardenera? Gasette. 
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Mr. MURRAY’S LIST OF BOOKS.—4Qeneral Literature. 


GENERAL LITERATURE. 


Ie 

LITERARY HISTORY OF EUROPE, 
in the 15th, 16th, and 17th Centuries. By Henry HALLAM, 
Esq. Second Edition. 3 vols. 8vo, 36s. 

*' To all lovers of literature this work will be acceptable ; 
to the young, we conceive, invaluable." —Quarterly 
Review. 

“The most important contribution to literary history 
which English libraries have received for many years."'— 
Edinburgh Review. 


i. 
REMARKABLE CRIMES AND TRIALS. 
Translated from the German of FEUERBACH. 8vo. 


TIT. 


THE JEWESS: A Tate or THE Barric. 
By a Lany. Second Edition. Portrait. Fcap. 8vo, 4s. 6d. 
“So much life and reality." —4theneum. 
“ Told in an unaffected manner, and the characters are 
well drawn.’’—Spectator. 


Iv. 

HAWKSTONE ; a Tale of and for England 
in the Year 184—. Second Edition. 2 vols. fcap. 8vo. 12s. 

“There is a vast deal of clever writing in ‘Hawk- 
stone.’ "— Ezamíner. 

' A close, finished, and powerful composition." — 
Spectator. 

* The scenes and situations are drawn with & pic- 
turesque force, of no common or every-day occurrence, 
and the dialogues and humour are excellent." — Histo- 


rical Register. 


v. 
MASSACRE OF BENARES A Chapter 
from British Indian History. By Sia Jouw Francis 
Davis, Fcap. 8vo, 3s. 6d. 


vi 


ON THE INTELLECTUAL POWERS 
AND THE INVESTIGATION OF TRUTH. By Joun 
ABERCROMBIE, M.D. Eleventh Edition.Fcp.8vo. Price 6s. 64. 

Vil. 


ON THE PHILOSOPHY OF THE MORAL 
FEELINGS. By Jonn ABERCROMBIE, M.D.Seventh Edition. 
Fcap. 8vo, 4s. 


Vil. 


RESULTS OF READING. 
By J. SrAMFORD CALDWKLL, Esq., M.A., Barrister-at-Law. 
8vo, 10s. Gd. 

** The common-place book of an intelligent, well-read 
man. We cannot imagine more delightful or profitable 
reading for those whose access to books, or time to devote 
to them, happens to be limited."— Krasniner. 


1x. 
ESSAYS ON THE CONDUCT OF LIFE. 
By Groras Lona, Esq. Post 8vo, 6s. 


x. 
AN ESSAY ON THE MORAL NATURE 
OF MAN. By Grorar Lona. Post 8vo, 6s. 


XI. 

ENGLISH SYNONYMS DISCRIMINATED. 
By the late WILLIAM TAYvLoR, of Norwich. New Edition, 
revised and augmented. By J. W.RoBBERDu, Esq. 68vo. 
In Preparation. 


XII. 

THE FAIRY RING ; A New Collection of 
Tales and Stories from the German. With Illustrations by 
RicHARD DovLE, Fcap 8vo. 


MEDICAL LITERATURE. 


t. 
THE INFLUENCE OF CLIMATE. 


With an Account of the best Places of Resort for Invalids. 
By Sin James Crakk, Bart, M.D. Fourth Edition. Post 
8vo, 10s. 6d. 


i. 
POPULAR ESSAYS AND ORATIONS. 
By the late Sır Henry HaLrogp, Bart, M.D. Third 
Edition. Fcap. 8vo, 6s. 6d. 


m. 

ELEMENTS OF THE PATHOLOGY OF 
THE HUMAN MIND. By Tuomas Mayo, M.D. Fcap. 
8v0, 5s. 6d. 


tv. 
PRACTICAL ESSAYS. 
By Sir CRARLES Batt, K.H. 2 Parts, 8vo, 12s. Gd. 


v. 


ON DISEASES OF THE STOMACH. 
By Joun ABzRCROXBIZ, M.D. Third Edition, Fcap. 8vo, 6s. 


Vi. 


ON THE MOST IMPORTANT DISEASES 
PECULIAR TO WOMEN. By the late RoszAT Goocu 
M.D. Second Edition. Svo, 12s. 


Vil. 
ESSAYS ON THE MOST IMPORTANT 


DISEASES OF WOMEN. By Rosser Fracoson, M.D. 
Post 8vo, 9s. 6d. 


POLITICS AND STATISTICS, 


1. 

PARLIAMENTS AND COUNCILS OF 
ENGLAND, Chronologically arranged from the Reign 
of William I. to the Revolution in 1688. By CHARLES 
Henry Paray, M.D. 8vo, 30s. 


tt. 
ESSAY ON THE GOVERNMENT OF DE- 
PENDENCIES. By Ggo. CoRNEWALL Lewis, Esq. Byo, 125. 
** A masterpiece of lucid arrangement, of logical state- 
ments, aud of vigorous reasoning." — Examiner. 
nt. 


ESSAY ON THE DISTRIBUTION OF 
WEALTH AND ON SOURCES OF TAXATION. By 
RicHAnRD Jongs, M.A., Caius College, Cambridge. Second ' 


Edition. Post 8vo, 7s. 6d. ! 


iv. 
SPEECHES ON THE BANK CHARTER, 


AND THE STATE OF THR LAW RESPECTING CURRENCY AND 
BANKING, By Sir RoBERT PEEL, 8v0, 3s. 


v. 

REMARKS ON RECENT COMMERCIAL 
LEGISLATION, suggested by the Expository ŝtate- 
ment of the Revenue. By Right Hon. W. E. Gap. 
STONE, M.P, Second Edition. vo. 28. 6d. 


vt. 

THE REGULATION OF CURRENCIES. 
By Jonn FutLARTON, Esq. Second Edition, With Correo- 
tions, and an additional Chapter. 8vo, 74. 6d. 

** This volume is one of great merit, and ought to be in 


the hands of all who interest themselves in the subject."' 
—Scolsman. 


Mr. MURRAY'S LIST OF BOOKS.—Domestic Beonomy. 
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NERONE MEME REM MM M Ki A 


DOMESTIC AND RURAL ECONOMY. | 


MRS. RUNDELL’S COOKERY BOOK, 
FOR PRIVATE FAMILIES ; 


COMPRISING 1600 MODERN RECEIPTS, 
founded on Principles of Economy and Practice. 


68th Edition. Fcap. 8vo, 68. 
*.* Of this work upwards of 200,000 copies have been sold. 
‘A COMPLETE GUIDE for MODERN COOKS by the addi- 


tion of new and excellent receipts, suitedto the PRESENT 
STATE OF THE ART. —Derby Reporter. 


“The most PRACTICALLY USEFUL BOOK we have ever 


scen."— British Critic. 

“The standard work of reference in EVERY PRIVATB 
FAMILY.”— Worcestershire Guardian. 

« Mns. RUNDELL accepted Two THOUSAND GUINEAS 
from Mz. Murray, and gave her receipts to the public." 
— Huli Advertiser. . 

* [n point of excellence as to cookery, and economy in 


expenditure, LEAVES NO ROOM TO ANY RIVAL."—XKeune 8 
Bath Journal. 


* No HOUSEKEEPER OUGHT TO BE WITHOUT THIS 
Book, which is adapted to every grade of society—the rich, 
the middle classes, and the poor."—JDurham Advertiser. 


“u Some little time back we noticed a jifty-eighth edition 
of Mra. RuNDELL'S RXCELLENT Cookery Book. We 
have now the sisty-seventh—a statement, we presume, 
sufficient in itself. The present editress has imparted to 
the original work all the improvement of which it was 
capable." — Brighton Gazette. 


FAMILY RECEIPT-BOOK ; 


.A Collection of more than a Thousand truly valuable 
Receipts in various Branches of Domestic Economy. New 
Edition. Fcap. 8vo, 5s. 6d. 


*e* Uniform with ** Domestic Cookery.” 


** A larger quantity of truly valuable matter than any 
book of the same kind ever contained." — British Critic. 


** There are few things which the reader can seek for on 
which he will not find some useful information." — Monthly 
Review. 

FRENCH COOKERY. 


By M. Canzug, some time Chief of the Kitchen to his 
Majesty George IV. Translated by WiLLIAM HALL. 
Second Edition. With 73 Plates, 8vo, 15s. 


MY KNITTING-BOOK. 


By Miss Lampert, New Edition. Woodcuts. 16mo, 
ls. 6d. . 


MY KNITTING-BOOK. Seconp SERIES. 
By Miss Lamasat. New Edition. 16mo, ls. 6d. 
MY CROCHET SAMPLER ; 


By Miss Lampert. New Kdition. Woodcuts. 16mo., 
2s. 6d. 


GARDENING FOR LADIES. 


Being Practical Instractions and Directions for the Pleasure 
and Kitchen Garden for every Month in the Year; with 
a Calendar of Operations. By Mrs. Loupon. Sixth Edi- 
tion. Woodcuts. Fcap. 8vo, 68. 


* This charming little book ought to find its way into 
every cottage and mansion in the country."— Atlas. 

‘‘Thoroughly practical, and distinguished by great good 
sense." — Gloucester Chronicle. 

** A most valuable little book."— Bath Chronicle. 

** Mrs. Loudon’s little volume fulfils every promise, and 
is a perfect vade »necum of the art in all its branches."— 
Literary Gazette. 

** Mrs. Loudon (the wife of the celebrated writer) has 
written a most useful and agreeable Manual for Ladies on 
Gardening, which cannot be too extensively known.''— 
Salopian Journal. 

* Written with such simple eloquence and truth, it is 
enough to make one fall love with gardening and 
flowers."— Dublin Monitor. 

*! This volume is a faithful and intelligent guide. Mrs. 
Loudon gives the result of ten years' instructions by her 
husband, the well-known horticulturist; and her work is 
consequently the fruit of long practice and experience."— 
Edinburgh Evening Post. 


FARMING FOR LADIES. 


A Guide for the Poultry Yard, Dairy, and Piggery. 
By the Author of “British Husbandry.” Woodcuts. Fcap. 
8vo, 8s. 


* A beautifully got up little work, containing a variety 
of useful and interesting matter, and forming an excellent 
guide to the poultry-yard, dairy, and piggery.”— Derby 
Reporter. 

** A very interesting little volume, abounding with most 
valuable hints in every brauch of domestic economy.”— 
Reading Mercury. : 

“ This substantial guide to the poultry-yard, the 
dairy, and the piggery, is intended for those ladies 
who study healthtul domestic economy, either for the 
pleasure or the profit which it affords. We cordially 
welcome it. The volume is appropriately preceded by two 
illustrations of HER MAJESTY'S POULTRY-YARD."—New- 
castle Journal. 

‘A truly excellent book, produced in the best possible 
style. It is full of information.”—Naval and Militury 
Gazette. 


HAND-BOOK OF NEEDLEWORK. 


A Guide to every Kind of Decorative Needlework, 
Crochet, Knitting, and Netting. By Miss LAMBERT, 
New Edition. With Woodcuts. Fcap. 8vo. 


^ We recommend it as containing a great deal of prac- 
tical information. The historical portion is gracefully and 
well written, and the work is instructive and amusing.” 
—Athenaeum. 

* The most curious, complete, and erudite treatise on 
the art of needlework that has, probably, ever been com- 
piled."—Atlas. 

« An eminently practical work ; clear in its explanations, 
precise in its directions, natural in its arrangements."— 
Polytechnic Review. 


CHURCH NEEDLEWORK, 


With Practical Remarks on its Preparation and Arrange- 
ment. By Miss Lampert. With numerous Engravings. 
Post 8vo, 9s. 6d. 

** A book on a good subject, full of instruction and inte- 
rest." — Cambridge Chronicle. 

* Worthy of a place in every Christian gentleman's 
library." —Ozford Herald. 
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SPORTING. 


L 


ART OF DEER-STALKING; or, a Few 
Days’ Sport in the Forest of Atholl; with some Account of 
the Red Deer, Scottish Forests, Legends, Superstitions, 
Poachers, }reebooters, &c. By Wittiam Scropg, F.L.S. 
Plates by Epwin and CHARLES LANDsgER. Second Edition. 
Royal Xvo, 21. 2s. 

* Brief and imperfect as the preceding abstract is, we 
think that it will fully justify the high praise we have be. 
stowed on this work, and induce our readers to sit down to 
the luxurious repast from which we have rísen."— 
Edinburgh Review. 


". 
DAYS anp NIGHTS or SALMON FISHING, 


with a short Account of the Natural History aad Habits of 


the Salmon. By WiLLiAM Scrops, Esq., F.L.S. Plates by |. 


Wit&iz, Lanvsase, Simson. and Cooks. Royal 8vo, 424. 


* The fisherman will find in this volume abundance of 
instruction in his art ; the naturalist a large addition to 
his knowledge; and the general reader a fund of adven- 
ture and agreeable and exciting narrative, which will 
convey to him more true pleasure, and certainly vastly 
more profit, than he could giean from any romance.” — 
The Critic. 


m. 
THE CHASE—TURF—AND THE ROAD. 
By NiuROD. Second Edition, with Plates by Atxan and 
GILBERT. Post 8vo, 98. 6d. 


Iv. 


MAXIMS AND HINTS ON ANGLING, 
CHESS, SHOOTING, AND OTHER MATTERS. 
By Richarb Penn, F.R.S. Second Edition. With 24 Plates. 
Fcap. 8vo, 58. 

“They have the air of novelty, and charm by their preg- 
nant brevity, sly sarcasm, and oily raciness."— Quarterly 
Review. 

v 


THE MOOR AND THE LOCH; with Prac- 
tical Hints on Highland Sporta, the Different Creatures 
of Game and Prey; with Instructions in River, Burn, and 
Loch Fishing. By JouN CoLQuUHOUN. Second Edition, 
with Plates.  8vo, 98. 6d. 

‘‘Unpretending, clear, and practical, and does honour 
to the ‘parent lake.' The book breathes of the mountain 
and the flood, and will carry the sportsman back to the 
days of his youth."—Quarteriy Review. 


AGRICULTURE, FARMING, &c. 


I 


BRITISH FARMER'S ACCOUNT-BOOK. 


Arranged on a New amd Easy Method. By the Author 
of “ British Husbandry.” to, 10s. 


MUCK MANUAL FOR FARMERS. 


A Treatise on the Nature and Value of Animal and Vege- 
table Manures. By F. Fat&NknR, Esq. A Netw Edition, with 
a Glossary of Terms. Fcap. 8vo. 


“ A very useful book.''— Lord Palmerston. 

' A valuable work for farmers; in which the materials, 
character, and elementa of farm-yard manure, are laid 
down in a forcible manner.'"— Briliah Farmer's Magazine. 

‘Will be read with avidity for its valuable information.” 
—Farmer’s Herald. 

" Addressed to the practical farmer, and written as such 
books ought to be."—Brell’s Messenger. 

** Of great value, and ought to be the pocket-companion 
of every farmer."— Derbyshire Courier. 


LAND DRAINAGE, SUBSOIL PLOUGHING, 
AND IRRIGATION. By the Author of“ British Hus- 
bandry." Second Edition. | 8vo, ds. 


IV. 

THE AGRICULTURAL CLASSES or 
GREAT BRITAIN ann IRELAND; witb Extracts from 
the Parliamentary Reports and Evidence, from 1833 to 
!840. With Preface by Henry Dxummono, Esq. 2 vols. 
8vo, 2175. 


v. 

ON THE EDUCATION OF THE AGRI- 
CULTURAL CLASSES. By CuanLxss Davpeny, M.D. 
8vo. 


v. 
PEASANTRY OF THE BORDER. 
An Appeal in their Bebalf. By W.S. GiuLv, D.D. Second 
Edition. Plans, Estimates, &c. 8vo, 4s. 


PERIODICALS. 


I. 


QUARTERLY REVIEW. 
Commencing 1809 to 1845. 8vo, 6s. each. 


It. 
HART'S QUARTERLY ARMY LIST. 
8vo, 5s. 


HART'S ANNUAL ARMY LIST. 
8vo, 205. 
Compiled from Official and other authentic Documents, 
with the Dates of Commissions, War Services, and Wounds 
of nearly every Officer. 
“ A well-compiled and most useful work, not merely to 
the profession, but to the public."—4(Aenaum. 


"t. 
THE ROYAL NAVY LIST. 
Published Quarterly, by order of the Lords Commis- 
stoners of the Admiralty. 2. 


Iv. 


THE NAUTICAL ALMANACE, 


Considerably Enlarged and Improved. Published by Order 
of the Lords Commissioners of the Admiralty, 1845—1848. 
Royal 8vo. 5s. each. 


v 


JOURNAL or rug ROYAL GEOGRAPHI- 
CAL SOCIETY OF LONDON. 8ro,3;. 6d. 


vi. 


JOURNAL or tHe ROYAL AGRICUL. 
TURAL SOCIETY OF ENGLAND. 8vo, ^s. 


Vit, 


THE HOME AND COLONIAL LIBRARY. 
Published Monthly. Post 8vo, 2s. 6d. 
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THE HOME AND COLONIAL LIBRARY 


Ie designed to furnish the inhabitants of Great Britain 
and her Colonies witb the highest Literature of the day, 
consisting partly of original Works, partly of new editions 
of popular Publicatione, at the lowest possible price. 

It is called for ia consequence of the Acts which have 
recently passed the British Parliament for the protection 
of the rights of British authors and publishers, by the 
rigid and entire exclusion of foreign pirated editions. 

In order, therefore, that the highly intelligent and 
educated population of our Colonies may not suffer from 
the withdrawal of their accustomed supplies of books, 
and with a view to obviate the complaint, that a check 
might in consequence be raised to their intellectual 
advancement, Mr. Murray has determined to publish a 


series of attractive and useful works, by approved authors, 
at a rate which shall place them within reach of the means 
uot only of the colonists, but also of a large portion of the 
less wealthy classes at home, who will thus benefit by the 
widening of the market for our literature? and the **Colo- 
nial Library " will, consequently, be so conducted that it 
may claim to be considered as a ‘* Library for the Empire.” 

The series of Works designed to appear in Mr. Murray's 
" Colonial and Home Library,'' will be selected for their 
acknowledged merit, and will be exclusively such as are 
calculated to please the most extensive circles of readers. 
It is printed most carefully, in a good readable type, 
on superfine paper. 


Published Monthly, Price 2s. 6d. ; or in Volumes, every alternate month, Post 8vo., 6s., in cloth. 


THE FOLLOWING WORKS HAVE ALREADY BEEN PUBLISHED. 


l. 
BORROW'S BIBLE IN SPAIN. 
‘There is no taking leave of a book like this: better 
fare we never had it in our power to offer our readers." — 
Athenaeum. 


9. . 
BISHOP HEBER'S JOURNAL IN INDIA. 
** One of oe most delightful books in the language. ''— 
Quarterly R 


IRBY AND MANGLES' TRAVELS. 


“By far the most weicome of the series. Irby and 
Mangles' interesting PO —Literary Gazette. 


DRINKWATER'S SIEGE OF GIBRALTAR. 


“ A book so replete with interest and information as to 
be truly a legend of the United Services of its day."— 
United Service Magazine. 


5. 
HAY’S MOROCCO AND THE MOORS. 
“A new and highly interesting work, for which Mr. 
Murray would have been entitled to charge ‘wo or three 
guincas."—QGreenock Advertiser. 


6. 
LETTERS FROM THE BALTIC. 


** A series of charming descriptions; the style full of 
ease ann freshness. irse 


THE AMBÉR WITCH. 

“We have read nothing in fiction or in history, which 
has so completely riveted and absorbed our interest as this 
little volume," — Querterly Heview. 

8. 


SOUTHEY’S CROMWELL AND BUNYAN. 


“ Southey's admirably written lives."—Yorkahireman. 


9. 
LIFE IN NEW SOUTH WALES. 

** A pleasantly written account, by a lady (Mrs Meredith) 
who, to strong &nd shrewd observation, adds the merit of 
recording her first impressions with a fidelity and simpiicity 
rarely found in this book-makingage."—JNewcaatieCeurant. 


10. 
LIFE OF SIR FRANCIS DRAKE. 


* The iuteresting and instructive volume with whirh 
Mr. Barrow has enriched our biographical literature,” 
Edinburgh Review. 


11. 
FATHER RIPA'S MEMOIRS. . 
*! As curious a book as» any that ha- appeared, not er- 
cepting ' Borrow’e Bible in Spain.’ "—Spectetor, 
12. 


LEWIS' WEST INDIES. 


‘These highly amusing stories of actual Jamaica 
life."— Quarterly Review. 


13. 
MALCOLM'S SKETCHES OF PERSIA. 


** The Persians as a nation are here presented with ail the 
interest of our amusing friend Hajji Babsa.”— Quarterly 
Review. 


14 
ALGIERS—AND ABD-EL-KADER. 


‘A narretive more romantic, or of more absorbing 
interest, we have seldom met."— Northern Whig. 


BRACEBRIDGE HALL. 
‘The most charming work ever written by Washington 
Irving." —Cambridge od 


VOYAGE OF N NATURALIST. 


“ Mr. Darwin is a first-rate landscape paiuter, and the 
dreariest solitudes are made to teem with interest.”— 
Quarterly Review. 


17. 
THE FALL OF THE JESUITS. 
* Written in a candid and moderate tone."— Chellenham 
Journals. 


18. » 
LORD MAHON'S LIFE OF CONDE. 
‘A very skiiful and interesting narrative,"—Qwarterly 


19. ' 
BORROW'S GYPSIES OF SPAIN. 


Mg. MURRAY'S LIST OF BOOKS IN GENERAL LITERATURE. 


PAGE 
ABERCROXMBIE's (Dr.) Works . . 12 
Abell's Napoleon . . e 2 
Agricultural Journal . . 14 
Amber Witch " . r e » 15 


Austin's German Writers . . 8 
BanBAGE's (Chas.) Works. 4 «idl 
Barrow's Lombardy . ‘ . 6 
— Naval Worthies « œ 2 
Bell (Sir C.) on Expression . . 10 
ical Essays  . 2-42 
Bentley’ s (Dr.) Correspondence . 2 
Bertha's Journal ow 10 
Bjornstjerna on the Hindoos . . 3 
Blunt's Hulsean Lectures - . 4 
Borrow's Travels in Spain . 6 & 15 
Boswell’s Johnson, by Croker ‘ 
Bracebridge Hall . » 15 
Brewster's Martyrs of Science c4 
British Association Reports . . 11 
Brogden's Catholic Safeguards . . 3 
— Liturgy and Ritual - 3 
Bubbles from the Brunnen a = 6 
Burnes’ (Sir A.) Travels . . 4 
Burr on Surveying A : « « G | 
Buttman’s Works . 9 
Byron's (Lord) Life and Works 2and 8 
CALDWELL's Results of Reading . 12 
Campbell’s British Poets 8 
Campbell's Lives of the Chancellors 2 
Canada s" 6 
Careme's French “Cookery | . . 13 
Carmichael's Greek Verbs - . 9 
Carnarvon's Portugal . . . 6 
Clark (Sir J.) on Climate . - . 12 
Coleridge's Greek Poets . . 9 
Colonial and Home Library . . 15 


Colquhoun's Moor and Loch . 
Crabbe's Life and Poems . 
Croker's Boswell’s Johnson . . 
England for Children. 
Geography for Children . 10 
Cunningham’s Life of Wilkie . . 2 
DaAuBENY on Agricultural Classes 14 
Darwin's Natural History . » M 


Davis’ Massacre of Benares . . 12 
Dennis’ Cities of Etruria - 6 
Dieffenbach's New Zealand . . 5 
Domestic REIN e « 13 
Douglas on Na Gunnery . . 1l 
Drinkwater's Siege of Gibraltar . 15 
Drummond's Agricultural Classes . 14 

— Revealed Religion . 3 
Dudley's (Lord) Letters  . é € 9 
Dufrenoy on Hot Air Blast - . 1l 
ErpoN's (Lorp) Life . . . 2 
Elphinstone's India. . ..1 
Exeter's(lip.of) Sermons, . 3 

— Visitation Sermons .. 3 
Eyre's Affghanistan n . - 4 
Facts in Various Sciences e. ll 
Fairy Ring (The) . . . . 12 
Fall of the Jesuits . . . 15 
Family Receipt Book. . . . 13 
Faraday's Manipulation , e ll 
Farmer's Account Book. . . 14 
Farming for Ladies . &. oe 8 
Featherstonhaugh's America. . 6 
Fellows’ Travels o Ss e « 5 
Ferguson on Women . 12 
Fisher's Geometry and Algebra . 10 
French (The) in Algiers š . 15 
Fullarton on Currencies . . .12 
GEOGRAPHICAL Journal ‘ . 14 
Giffard's Ionian Islands . $599 
Gilly's Peasantry . e i . 14 


INDEX. 


Gladst one's Family Prayers . 
Gladstone on Commerce ° 
Godley’s Canada s ` 
Gooch on Women . ; . 
Grote's History of Greece . 
Grant's Nestorians . . 
Greenhow's Oregon : . 
Gruner's Frescoes . E 
HALForp’s Essays . 
Hallam’s England and Europe 
Hamilton’s Hindostan : 


Hand-books for Travellers . 
Hawkstone, a Tale á . 
Hay's Morocco . " ; 
Hill's (Lord) Life 


— (Richard) Correspondence 


Holland’s 
Houstoun’s Texas . ; 
Hart's Army List . š 
Hase's Ancient oe x ‘ 
Head's Pampas . 


Heber's (Bp.) Sermons and Hymns 


Humboldt's Physical Geography 


IRnv and MANGLEs’ Travels . 
JAMESON’'S Public ae 
Japan  . ` 
Jesse’ s Natural History . . 
Jesuits (Fall of ) . A 
Jewess, & Tale . ; 
Jocelyn's (Lord) China . ° 
Jones on Wealth . . 
Josiah, History of . ° 
Journal of a Naturalist . " 
Jukes's Newfoundland s 
KINNEAR'S Cairo . " s 
Knight's Normandy . ° 
Kugler's Painting . . 
LaABoRDE's Arabia Petreea e 
Lanibert's Needlework 

Land Drainage A ` ° 
Lappenberg’s England . " 
Latin Graminar í 
Letters from the Baltic " 
Lewis on Dependencies . 
Lewis's Negro Life . A 
Lindsay’s Lectures " 
Little Arthur's England 
Loch's China . š 
Lockhart's Life of Burns. " 


Long's Essays . " P " 
Loudon's Gardening 

Lowe's (Sir Hudson) Memoirs 
Lyell on Geology . e 


MAHON'S (LoRD) uU : 


Malcolm’s Persia . 

Manning On the Church 
Manual of Family Prayers . 
Marknam s ( Mrs.) Enyland 


Marlborough Despatches . 


Matthie's Greek Grammars . : 


Maw s Maranon n 
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